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advantages 


& accomplishments 


|. TimberWest and the Nature 
Conservancy of Canada sign 
a 10-year landmark agreement 
aimed at identifying and 
protecting important natural 


habitat areas on the 
[2000] Company's private lands. 
TimberWest's tax-efficient capital structure max- |.) Workers’ Compensation Board < TimberWest is the first Canadian 
Officer cites TimberWest's safety company to achieve third-party 
rae ; program as setting the standard sustainable forest management 
imizes cash flow returned to unitholders. Cash tee inBC. i certification for its private 
peice re lands under the American 
Fearn fi im est becomes the best- Forest & Paper Association's 
distributions are made quarterly and, to date, performing forest products stock, Sustainable Forestry Initiatives" 
up by 14.2%, licensing program. 


-. $250.4 million or $4.08 per Stapled Unit has been 


©) Since its July 1997 inception, 


_<\ Private Land Forest Practices 


TimberWest has distributed Regulations come into effect, 
returned to unitholders, providing an excellent PESO APOnON ARS Cevione=) the result of the combined 
producing a steady yield of four-year effort of govemment 
between 10-12%. and the Private Forest 
return on investment. An investment in these units Landowners Association. 


| Logging earnings increase 


by 16% compared to same Major forest fertilization 
represents an investment in premier forest assets period in 1999. program completed. 
_ Repurchase of 4.8 million units, Shoal Island Dryland Sort is 
and operating performance on the coast of BC, representing 7% of the expanded by eight acres, 
outstanding units, for $51.8 allowing TimberWest more 
million through the Substantial efficient and effective value- 


with the potential for long-term real estate value. 


Issuer Bid. 


added sorting capacity. 


[the Company] 


TimberWest maximizes the value realized from 


its private timberland and Crown timber tenures. 


our [practices] 


We harvest logs in a cost-effective manner consistent with safe and sound 
environmental and sustainable forestry practices. Logs are sold to targeted customers 
in both domestic and international markets. We optimize the value realized from 
small logs by manufacturing in TimbertWest’s lumbermill high-quality structural 
building components primarily for the Asia-Pacific residential housing market. 
TimberWest also monetizes the value of its higher use properties through property 
sales or exchanges. 


TimberWest Forest Corp. is uniquely positioned as the largest 
owner of private forest lands in western Canada. The Company’s 
334,000 hectares of private land are principally located on 


Vancouver Island and comprise some of the best coniferous our real ‘ 


forest growing sites in the world. The majority of these sites a 


support the growth of Douglas fir forests, a premium species 


sought after for structural purposes. 


The American Forest & Paper Association has certified that the Company is committed to managing 
these lands according to sustainable forestry standards under its Sustainable Forestry Initiative 
(SF1)S“ Program. While ensuring that rigorous environmental and conservation practices for wildlife 
and water quality protection, biodiversity conservation and a wide range of other conservation goals 
are applied, these lands can sustain a long-term harvest of 2.4 million m® of logs per year. 


TimberWest also holds two renewable and long-term public Tree Farm Licences that provide the 
Company with the right to harvest 1.2 million m? per year. The management practices applied to 
these lands meet the stringent requirements of the provincial Forest Practices Code. In addition, 
the Company holds about 6,500 hectares of properties that are progressively being made available 
for real estate development purposes. 


TimberWest operates a sawmill at Elk Falls on Vancouver Island that consumes lower value logs 
primarily sourced from public tenures. The Company is unique in that most of its log production is 
sold on the open market to the highest bidder, which provides considerable flexibility to meet market 
opportunities. The sale of logs accounts for 75 percent of the Company’s revenue. 


[TimberWest] 1 


the Company [Letter to the Unitholders from the Chairman] 


TimberWest generated distributable cash of $89.2 million ($1.34 
per weighted average Stapled Unit) on sales of $487.0 million, a seven 


To maximize returns from our existing 
private and public lands and Elk Falls 
Lumbermill through continued efforts 
to increase efficiencies and improve 
competitiveness. 


To continue to deliver consistent 
returns to unitholders by leveraging 
our unique position as the largest 
private timberland owner in BC. 


To grow TimberWest’s business for 
the future. The Company will achieve 
long-term growth by capitalizing on 
emerging domestic and international 


percent improvement over prior year distributable cash of $83.3 million 
($1.20 per Stapled Unit or equivalent) on sales of $456.6 million. 


ee 
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| am pleased to report on another successful year for TimberWest. The year 2000 

was the third year of our existence — and the third year of growth in distributable 

cash. We are proud of the fact that, since inception, the Company has distributed 

$250.4 million to our owners. When we talk about growing solid returns, that 

encompasses more than our financial performance. We manage our operations, 

on both private and public land, not just for the timber it produces but with 

consideration for a wide range of other values. We are committed to managing sustainably and to 
showcasing our safety and environmental performance to our customers and consumers. ® For the 
year ended December 31, 2000, TimberWest generated distributable cash of $89.2 million ($1.34 
per weighted average Stapled Unit) on sales of $487.0 million, a seven percent improvement over 
prior year distributable cash of $83.3 million ($1.20 per Stapled Unit or equivalent) on sales of 
$456.6 million. Operating earnings increased to $96.2 from $90.5 million in 1999. We generated 
$89.7 million in cash from operations, compared to $58.4 million in 1999. We distributed $73 million 
to our unitholders, or $1.08 per unit, in line with the 1999 distribution. Based on the average market 
value of our units during 2000, this represented a yield of 10.6 percent. * TimberWest spent $51.8 
million to buy back units this year. As a consequence, we reduced our annual cash distributions by 
$5 million and made an excellent investment. Total debt at December 31, 2000, was $375 million, 
versus $342 million at December 31, 1999. While the Company borrowed $51.8 million to finance 
the buy-back, this was partially offset by strong cash flow from operations. We're proud of our ability 
to deliver steady and consistent performance. In fact, TimberWest was the best-performing 
Canadian forest products equity in 2000, up 14.2 percent. For many, TimberWest’s 
private timberlands — one of the largest and most valuable holdings in Canada — have become 
a preferred investment. 


opportunities in the forest products 
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Head Office: 2300 — 1055 West Georgia St., Vancouver, BC V6E 3P3 


Regional Harvesting Office: Nanaimo, BC 


Harvesting Operations Lumbermill Logging Sorts Shipping 

Honeymoon Bay Elk Falls Honeymoon Bay Stuart Channel Wharves 
Cowichan Woodlands Shoal Island 

Nanaimo Lakes Ladysmith 

Oyster River Mud Bay 

Beaver Cove Menzies Bay 

Johnstone Strait 
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“The sustainability of our enterprise is founded on the successful application of 


sustainable forest management practices across our private and public forest lands.” 


es = 2000 [unit price performance] 
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2000 activities: efficient and sustainable forest management 


The flexibility of operating on private land, plus well-managed processes, has allowed us to move 
quickly to respond to customer demands and to fill market niches. In 2000, we invested wisely 
in our key asset for long-term sustainability through ongoing programs of tree improvement, protection, 
forest renewal, and through environmentally responsible aerial fertilization of certain high-value 
Douglas fir stands. We efficiently manage BC’s largest harvest of second-growth Douglas fir, 
the most sought after of coastal species, through highly mechanized harvesting. 


January June December 


We are very conscious of managing our costs. As a result, we were one of the lowest-cost producers 
on the coast this year. Protection of biodiversity is a key element of sustainable forest management 
and we recognize the need to continually support efforts in this area. To that end, TimberWest has: 


donated $500,000 to protection of the endangered Vancouver Island marmot; 

reached a landmark agreement with the Nature Conservancy of Canada to conserve as natural 
habitat certain areas of our private lands. The 10-year agreement includes a land grant valued at 
$340,000 and a $350,000 donation to support eco-regional planning for coastal forests and 
scientific assessment of portions of the Company’s lands; 

remained on target in the second of a four-year program of phasing out clearcutting; 

achieved leading-edge certification and environmental management, which helps to preserve 
our markets. TimberWest was the first Canadian-owned company to attain third-party sustainable 
forest management certification for its private lands under the American Forest and Paper 
Association’s Sustainable Forestry Initiative (SFI)S“ program. This award builds on the 1999 
achievement of having received the ISO 14001 environmental management system certification 
for all our operations. 


the Company [Letter to the Unitholders from the Chairman] 


Also significant in 2000, was the implemen- 
tation of the new results-based Private Land 
Forest Practices Regulations. Under these 
new regulations, TimberWest was able to 
sustain and reap the benefits of its private 
land cost advantage, while meeting or exceeding 
environmental requirements. 


In 2000, TimberWest made the difficult decision 
to close the uneconomic Cowichan Lumbermill. 
The mill and the people who have worked there 
have a long and proud history of contributions to 
the industry. The close of the year also saw the 
departure of President and CEO Scott Folk and, 
on behalf of the company, we wish Scott well. 


Looking to the future 


We are extremely pleased to have welcomed 
Paul McElligott to the company as our new 
President and CEO. His extensive experience 
in the BC marketplace will serve the company 
well as we manage the challenges ahead. 


In all of our harvesting operations, we will 
continue to work towards being a safe, low-cost 
producer. We will promote long-term sustainability 
of our valuable private land resource to enhance 
our reputation as a reliable, environmentally- 
responsible supplier that meets the needs of 
our customers. On the environmental side, we continue to investigate a comprehensive land-use 
strategy for our private lands that will include an ecosystem planning approach to forest management. 


On our public lands, we will continue to manage our tenures in compliance with the requirements of 
the Forest Practices Code while harvesting to the Annual Allowable Cut levels. We will continue to 
improve our mechanized harvesting efficiencies in order to lower delivered wood costs and we 
will work with government should they initiate a major revision of the provincial stumpage system. 


Our lumber markets will now be serviced by Elk Falls Lumbermill. We will ramp up activities there 
and look to achieve a greater return. We will explore value-added initiatives in order to secure new 
markets for our products. 


I'd like to conclude by thanking all TimberWest employees for their contributions and commitment. 


I'd also like to thank our customers, contractors and suppliers — and our unitholders for your 


continued support. 
On behalf of the Board of Directors, 


VE Cong 


V. Edward Daughney, Chairman 


Above L—-R: 

Bev Park 

Vice President Finance, 
CFO and Secretary 
Don McMullan 

Vice President and 
Chief Forester 

Gary Cowan 

Senior Vice President, 
Corporate Development 
and Real Estate 

Paul McElligott 
President and CEO 
Erik Bentsen 

Senior Vice President, 
Coast Timberlands 
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[strong yield] 


TimberWest units provide a yield of 
approximately 10 percent. Given the ¢ 
low-risk profile of the investment, it | 
has been and continues to be a safe | 
haven for investors looking for better | 
than average returns and low risk. 


TimberWest is on target in the second year of a four-year program to phase out clear- 
cutting and implement alternative harvesting on our private lands and public tenures. 


pane eel eile 


Sti rangens 


Having been a director of the TimberWest board since 1997, | am in the fortunate position of being 


familiar with the key issues facing the Company as | make the transition to full-time inven Ct as 
President and CEO. | assume these added responsibilities with a great deal of enthusiasm and 


optimism about the future. TimberWest has a premier basket of assets in BC that are being me 


by a skilled, dedicated workforce in a safe, efficient and environmentally responsible manner. 


Company is in sound shape financially, is performing well even at the bottom of the business 


Aah 


cycle and is poised for a new era of growth and opportunity. 


~ 1998-2000 [annual log flows] [in cubic metres] 


Activity 
Production 


3,310,585 
549,126 
3,109,652 


3,650,867 
966,808 
3,036,556 


3,527,278 
899,265 
3,107,664 


Mill Transfers 
External Sales 


——— eter? J 


6 [TimberWest] 


In an extremely tough market, and at a time when many parts of the Canadian forest industry 
have struggled with poor returns, TimberWest has emerged as its best performer. The Company 
has generated strong cash flow to meet operating and capital requirements and to pay its distributions 
to unitholders. Finishing a year with record revenues, earnings and distributable cash, one can 
only feel confident about the possibilities rooted in such a strong foundation and proven ability to 
respond quickly to changing markets. 


My initial focus will be in the areas of safety, marketing and business development, cost management, 
regulatory affairs, capital allocation and the environment. Ensuring a safe and healthy work 
environment for employees through the necessary programs and training is a core value of the 
Company. In terms of marketing, we will strive to be the supplier of choice to existing and potential 
TimberWest customers by becoming a strategic advantage to them. This will entail adopting a 
customer-focused, market-driven philosophy that runs throughout the organization and guides 
decision making, whether it be in the forest, mill or office. 


TimberWest operates in a global market and, therefore, must be cost competitive on a global basis 
to continue to earn the loyalty of its customers at home and abroad. A continuing drive going 
forward will be to achieve ongoing productivity improvements in the harvesting and processing of 
timber. To protect our franchise and our track record of success, we must take additional costs out 
of the system through improved planning and work methods, specific program initiatives and 
technology that can deliver an attractive return on any new capital employed. 


On the regulatory side, the Company will continue to push for government policy changes to improve 
market access for both its logs and processed products. The Canada-US Softwood Lumber 
Agreement expires at the end of March 2001, and TimberWest joins others in the industry advocating 
free trade. On the log side, policies regarding the sale of non-government owned timber into 
international markets should be no different than policies in place for coal, sulphur, potash, agricultural 
products and other items sold by Canadian producers into export markets. More importantly, removing 
private land export restrictions would ensure we achieve the highest value for the resource, which 
would favourably impact employment, investment and growth in BC. 


Allocating capital in a disciplined, intelligent fashion to maximize returns to TimberWest unitholders 
will be a major focus for the senior management team. This spans many areas, including a 
straightforward lease vs. buy decision for equipment, sustaining capital expenditures, a unit 
repurchase program, a potential expansion of existing operations, the divestment of higher-use 
properties and so on. 


We will continue to operate in a sustainable, environmentally responsible manner. TimberWest has 
obtained independent, third-party certification of all operations under ISO, and of our private lands 
under the Sustainable Forestry Initiative (SFl)S“ program, to provide assurance to all stakeholders 
that our operating methods are best in class. In closing, | want to thank all TimberWest employees 
and contractors for a superb effort in 2000. Your hard work and dedication are solidly appreciated. 


Ren 
Le eas 


Paul McElligott, President and CEO 
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[Stapled Unit] 


A Stapled Unit is a unique form of 
security that combines the attributes of 
common shares, preferred shares and 
debt in a single security. TimberWest 
Forest Corp. Stapled Units consist of 
one common share, 100 preferred 
shares and approximately $8.98 face 
amount of Series A Subordinated 
Notes. These are “stapled” together as 
a single unit trading on the Toronto 
Stock Exchange under the symbol 
TWF.UN. Holders of TimberWest 
Forest Corp. Stapled Units receive 
annual interest income of approx- 
imately $1.08 per Stapled Unit on the 
Subordinated Notes. Cash in excess 
of this amount may be distributed as 
declared by the Company’s Board of 


“Lo 


of TimberWest 
employees 
are unitholders 
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“Our safety results in 2000 were 
disappointing on the logging side. 
While the lumbermill group didn’t 
meet its target, it did surpass the 
industry average. Improvement in 
safety performance at our operations 
will be the priority for 2001. The one 
bright spot has been the work of our 
Safety Systems Evaluation Team, 
which has made good progress in its 
re-evaluation of the safety procedures 
and processes at our operations.” 


Erik Bentsen, Senior Vice President, 
Coast Timberlands 


priority’ 
safety 


Understanding the challenges on the road 
ahead is a strong first step in reaping positive 
safety results. And this is the basic premise of 
TimberWest’s enhanced safety program initiated 
last year. An employee-led Safety Systems 
Evaluation Team, trained and aided by the 
Workers’ Compensation Board, audited and 
evaluated safety systems throughout the 
Company's operations to ferret out deficiencies, 
compare each system with new WCB regulations 
and identify opportunities for improvement. 
Regulation compliance places the onus on 
management to record and document training 
processes and procedures, but it’s up to the 
workers to bring in the results. 


“We want to be satisfied and confident we're 
providing a safe workplace, that we're training 
our people, while giving them an opportunity 
to take charge of making it work,” says 


Tite tue tee OM TW Actual | TW Target | Industry Average 
Some te | ae | 


Erik Bentsen, Senior Vice President, Coast 
Timberlands. “Safety is serious business and we 
need to come to work every day as professionals 
and do a professional job.” 


Follow-up assessments confirmed the action 
items identified in the first wave of audits have 
been addressed. While some safety targets have 
yet to be achieved, there are some success 
stories and the program is considered an 
“industry benchmark,” notes Don Gill, Supervisor, 
Human Resources, Public Forest Lands. “We 
can take pride in the fact the re-evaluation has 
proven we have a program that exceeds 
minimum standards and is a leader in the logging 
industry as far as training and diligence.” 
Team member Rick Harris, a machine operator 
at Oyster River, credits the peer-auditing part of 
the process as being instrumental in getting 
people interested in participating. “That's what 
makes the program work so well — when you've 
worked with people and have done the jobs 
they've done, they see the sincerity in it,” he says. 


Gill adds that the early 2001 priority is to set 
industry-comparable goals for each operation 
and commit to achieving them. “We have trust 
and good communications,” he says. “It’s just a 
matter of getting those accident numbers to 
come down — and they will, with time.” 
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“TimberWest’s program sets the standard for safety in BC. Certainly the people on the Safety 
Systems Evaluation Team deserve to be recognized as industry leaders. They've worked very, 
very hard and, in my opinion, are the most skilled evaluation team in BC in the forest industry.” 


[Lorne Pelto, Prevention Officer, Workers’ Compensation Board, November 2000] 


TimberWest’s Safety Systems Evaluation 
Team - L — R: Stu Smith, Grapple Yarder 
Operator/Chargehand + Andy Bitonti, Log 
Loader Operator * Don Gill, Facilitator » Todd 
Crockart, Rigging Slinger - Missing: Rick 
Harris, Hoe Chuck Operator 
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$362.9 


LOGS LUMBER CHIPS/ REAL 
OTHER ESTATE 


pers Ss Ee ; a ; {$ millions] 
; 2000 Sales Breakdown 


: " a 4 : ee Hiaaict : . _ is< || To achieve superior levels of forest 
ralSing a Barone se stewardship and land management strategies. 

. Capek aan Oe cornet cue RCI Signed a 10-year agreement with the 
Nature Conservancy of Canada. 


‘yc Permanent protection of certain portions 
of our private lands with high conservation values. 


: “Most of our employees live and raise their families in the communities where they work,” points out 


Don Gill, Supervisor, Human Resources, Public Forest Lands. “Their recreation, whether it’s hunting sie 


or fishing or hiking, and the areas where they work and log are essentially their own backyard.” 
From volunteering for the fire department and raising funds for charities to sitting on local 
environmental boards and wildlife committees, TimberWest employees’ commitment to their 
communities is wrapped up in the sustainability of the forest resource. ® “Our workers have Lea ty 
‘onthe stewardship of the forest because we're committed to the resource,” adds Gill." “We're ' 
interested in sustainability, because we want to ensure that timber is there for our families today, a 
well as to maintain the forest resource for tomorrow. Our operating priorities are first safety and the 
environment, then we look at peeve quality and our costs: re) we do this pee How can we 


protect the environs 


10 [growing] solid returns 


stewardship 


San Juan Watershed Participation in the 
funding of a $200,000, 1.5-km side channel on 
Lens Creek, near Port Renfrew, in the San 
Juan watershed, to increase coho salmon 
spawning populations. The project included 
enhancing fish habitat with stumps, logs and 
boulders. Forest Renewal BC, Fisheries 
Renewal BC, Fisheries and Oceans Canada and 
Weyerhaeuser also participated. 


Tsulton River Groundwater Channel 
Contribution to construction of the 360-metre 
Tsulton River groundwater channel near Beaver 
Cove Road, to provide habitat for over-wintering 
coho and spawning chum. Also involved were 
Canfor, Namgis First Nations, Fisheries and 
Oceans Canada, and community volunteers. 


Englishman River Hatchery Ongoing support 
to the Englishman River Hatchery, including a 
donation of funds towards feed for chinook fry; 
additional surveys of Centre Creek, a stream on 
our private lands that exhibits very high potential 
for enhancement of coho/steelhead rearing 
habitat; continuing feasibility studies (with DFO) 
to develop an additional 2.3-km side channel for 
spawning and rearing, planned for construction 
in 2001. Spawning returns of coho and chinook 
adults are the highest in decades. 


Campbell River and Comox-Strathcona 
Watershed Cooperation with Campbell River 
and Comox-Strathcona regional districts as they 
conduct watershed assessments involving parts 
of our private lands. District representatives 
touring Elk Mountain commented on its good 
environmental management and the enormous 
effort put into viewscape management. 


communities & the environment [stewardship] 


Shawnigan Lake Watershed Involvement 
with the Shawnigan Lake Watershed Watch, 
which plans a community water supply 
evaluation. TimberWest also participated in 
discussions and provided technical input 
regarding policies and management strategies 
for various environmental issues. 


Watershed Management Strategy Introduced 
in early 1999, TimberWest’s watershed 
management strategy for private lands is 
delivering on its commitment to ensure 
Company operations do not affect domestic 
water quality. To date, we have not received 
any water quality complaints from those drawing 
water from Company private lands. We’re 
maintaining communication with purveyors 
and domestic water licensees as promised, 
and local relationships are considered strong 
and cooperative. 


Being good stewards of the forests also means being good citizens of the communities which host our 
operations. Along with our commitment to our Environmental Policy, TimberWest is building a company 


history of offering financial support, time and energy to the environmental well-being of our communities. 
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TimberWest will operate in a manner which 
maintains the integrity of the environment. 


environmental policy 


Employees are required to act in support of this policy and 
will be provided with training and timely communications 
concerning environmental issues. Employees will immediately 
cease activities which are resulting in unacceptable environ- 
mental impacts and will report such events to Company and 
government authorities. TimberWest will work with appropriate 
agency personnel to ensure that needed or remedial, or 
mitigation measures are designed and implemented. 


Operations will meet all 
applicable laws governing 
environmental performance. 


Environmental protection 
will be a planning priority and 
activities will be sensitive to 
local conditions, needs and 
values. 


Working with government 
and other parties, TimberWest 
will identify key environmental 
values and will employ best 
management practices for the 
protection of such values. 
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Monitoring and auditing, 
including independent third 
party audits, will be conducted 
to ensure that operating plans 
meet environmental protection 


- objectives and promote con- 


tinual improvement. 


Periodic performance reports 
will be made available to the 
public. 


Committed to sustainable 
development, TimberWest 
recognizes that the maintenance 
of both ecosystem integrity 
and economic operations are 
prerequisites. 


Timberland operations will be 
managed with the objective of 
sustaining economically viable 
operations. 


Timberland management 
activities will be conducted in 
a manner which sustains forest 
growth and provides protection 
for key public environmental 
values: fish habitat, water quality, 
soil conservation and critical 
wildlife habitat. 


conservation 


A landmark agreement 

In December, TimberWest and the Nature 
Conservancy of Canada signed a 10-year 
landmark agreement that creates. an 
opportunity to conserve as natural. habitat 
certain areas of our private lands on Vancouver 
Island and increase public and customer support 
for operations on our core long-term forest 
management lands. 


“Protection of biodiversity is a key element of 
sustainable forest management and we need 
to continually improve our efforts to sustain key 
habitat for plants and wildlife,” says Vice 
President and Chief Forester Don McMullan. 
“It’s also a commitment under our newly- 
achieved Sustainable Forestry Initiatives” 
program certification to take positive action to 
conserve nature.” 


The agreement, one of the most significant of its 

kind in Canada, includes: _ 

* aland grant by TimberWest valued at $340,000 

« $50,000 from TimberWest over two years in 
support of eco-regional planning for coastal 
forests 

¢ $300,000 from TimberWest over 10 years to 
support scientific assessment of portions of 
the Company’s lands. Those that have high 
conservation value will be candidates for 
permanent protection. 


Second-growth harvest volumes | 
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"The “Headwaters” land grant of 121 hectares is 


adjacent to the Sooke Hills Wilderness Regional 
Park and will be transferred to the local parks 
authority to become a link in the Greater Victoria 
Sea-io-Sea Blue Green Belt. 


The conservancy, a registered charity that has 
protected some 1.6 million hectares across 
Canada, noted that the site contains important 
habitat and protects the headwaters of two 
salmon streams. 


For TimberWest, practical benefits come along 
with the imperative of delivering on our social 
and environmental licence to operate. While the 
agreement helps demonstrate our commitment 
to sustainable forestry, it also demonstrates 
leadership in conserving important natural 
habitat, showing we manage for more than just 
timber production. We are responsible stewards 
of our private lands, looking after not only the 
trees but also those other environmental values 


_ the forest supports. This also shows that we are 


listening to our customers and their customers. 


Marmot protection 

In support of TimberWest’s commitment to 
maintaining biodiversity, the Company is 
donating $500,000 to the Marmot Recovery 
Foundation. The Vancouver Island marmotis one 
of Canada’s most endangered mammals, and 
several of its remaining colonies are located on 
TimberWest's private lands. The Company will 
continue to support marmot recovery efforts 
through ongoing participation of our biologist 
Dave Lindsay. The donation will be allocated 
over a three-year period. 


it comes to sustainable forest management, some of TimberWest’s private lands have a higher 
thai committed $1.19 million to conservation initiatives in 2000. 
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TimberWest recognizes that successful 
completion of the treaty process by the federal 
and provincial governments and First Nations 
is necessary to create certainty in terms of access 
to public land and resources. The Company is 
supporting the treaty process through participation 
in activities related to treaty negotiations, 
especially those that lead to Interim Measures 
Agreements. These agreements can be effective 
in keeping treaty negotiations on-track while 
ensuring that ongoing business activities are 
unimpeded. TimberWest provides employment 
opportunities for First Nations peoples in forestry 
and fisheries enhancement projects. While private 
land is not subject to treaty negotiations, 
TimberWest is working with several First Nations 
groups that have an interest in purchasing small 
portions of the Company's lands for inclusion 
within their final treaty settlement land base. 


With the shutdown of the Cowichan Lumbermill 
in late January 2001, an important piece of the 
Vancouver Island forest industry slipped into 
history. “It was the last of three large mills 
that were located on Cowichan Lake,” notes 
Erik Bentsen, Senior Vice President, Coast 
Timberlands. “It's the end of an era that goes 
back 72 years.” 


Built to consume logs from private lands and 
once considered a “mill for all seasons,” says 
Bentsen, the facility used to cut just about all 
the species that grew on the BC coast, mainly 
producing lumber, as well as some veneer. 
But its usefulness diminished in this age of 
specialization and changing log profiles, as the 
Company moved into more second-growth 
fibre and a strategy that focused on its private 
timberland investments. 


“Over the years, most mills have become more 
and more specialized, needing access to a lot of 
similar fibre — log lengths of a certain diameter, 
a certain length and certain quality — and with 
Cowichan it was especially difficult to attract all 
of this, as itis a land-locked facility,” says Bentsen. 


In late 2000, an Industrial Adjustment Committee 
was formed to help the crew. Working with 
the IWA and Forest Industrial Relations, the 
committee developed plans that involved early 
retirements, placing people at Elk Falls or other 
mills, and retraining. 


[forest management & sustainability] 
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At TimberWest, sustainability is everything. Our strong, consistent unit price has out- 
performed the TSE Forest Products index and held steady at a time when the TSE has fluctuated 
greatly. Our unit price reflects the strength of our primary asset — timberland. We manage 
it for continuous growth, which generates perpetual cash flow and continuous returns to 
our investors, while taking care to protect the whole range of values in our forests. 


TSE Forest Products represents the TSE P & FP Index. 
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Fertilization $ 940,000 3,579ha 
Planting 3,469,000 4,468ha 
Brushing 466,000 
Browse protection 78,000 
Terrain stability 77,000 
Watershed assessments 37,000 
Wildlife management 31,000 
Fish habitat mapping 30,000 
Tree improvement 400,000 


Total $ 5,528,000 


To be internationally recognized as 
practising sustainable forest management on our 
private lands. 


Developed and implemented a 
disciplined environmental management system 
and forest land management policies that 
UGMWLL sustain a wide range of forest resources. 


as First Canadian company to achieve 
a | certification under the American Forest & Paper 
Association’s Sustainable Forestry Initiatives” 
test — ow 


licensing program for private timberlands. 


TimberWest owns 334,000 hectares of private timberlands, offering a long-run sustainable yield of 
2.4 million m* of logs and annual Crown land harvest rights of 1.2 million m°. With the largest 
second-growth harvest in British Columbia, the Company’s lands and tenures boast a mix of 
marketable species, including cedar, hemlock, balsam, and our most precious asset — a 
significant inventory of one of the world’s most preferred species, Douglas fir. Flourishing in our 
prime location on the east coast of Vancouver Island, Douglas fir is in demand in markets around 
the world because ofits durability, strength, versatility and appearance. * TimberWest's most important 
activity is protecting and managing our key private land asset for long-term sustainabiliail ensure — 
a steady and continuing flow of high quality timber. The sustainability of our resource is driven by 
our Environmental Policy, which seeks to protect the non-timber values of water quality, fish habitat, — 
soils and critical wildlife habitat while maintaining forest growth. Ongoing programs of tree 
improvement and forest renewal ensure every harvested hectare is rapidly regenerated with the 


native species best suited to each site. Trees are protected against problems such as brush A 


encroachment and browsing, and aerial fertilization is applied to certain Douglas fir stands. BAS: oy 
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This year, as part of our commitment to sustainable cut 
levels, TimberWest invested $1 million in a forest fertilization 
program that treated 3,579 hectares of private land at the 
Nanaimo Lakes and Oyster River operations. In addition, 960 


hectares of the Company's public lands were fertilized at 


Johnstone Strait Operation, using funds from Forest Renewal BC. 


certification 


TimberWest achieved a very significant first 
among our Canadian peers in 2000 when the 
Company was awarded third-party sustainable 
forest management certification for our private 
lands under the Sustainable Forestry Initiatives” 
program. 


The first Canadian company to be recognized 
under the American Forest & Paper Association’s 
licensing program, TimberWest’s SFIS certi- 
fication builds on our 1999 achievement of having 
received the ISO 14001 environmental manage- 
ment system certification covering all operations. 


Independent of the AF&PA and governed by 
a multi-stakeholder Sustainable Forestry 
Board, the SFIS” program is a rigorous system 
of environmental and conservation practices 
for wildlife and water quality protection, 
biodiversity conservation, sustainable harvest- 
ing practices and a wide range of other forest 
management goals. 


TimberWest's voluntary and independent third 
party audit of 334,000 hectares of private 
forest land was conducted by KPMG Quality 
Registrar Inc. The KPMG audit team assessed 
the Company’s performance against 11 forest 
management principles and 35 mandatory 
criteria. Key components were the verification of 
sustainable forest management, sustainability 
of harvest levels and continuous improvement. 


The SFIS” certification is widely recognized in 
the American marketplace by major purchasers 
of forest products. It provides customers with 
third-party assurance that TimberWestis actively 
pursuing sustainable forestry though a credible 
certification system that evaluates performance 
against internationally accepted standards. The 
number of hectares certified SFIS” is forecast to 
rise to 22.8 million by the end of 2001. To maintain 
our certification, TimberWest must demonstrate 
both performance and continual improvement in 
its land management systems and practices. The 
Company will be subject to periodic independent 
audits under both SFIS“ and ISO 14001, which 
will assess our progress and achievements. 
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Non-productive/inoperable 


% of holdings 
ff 


8 
14 
13 
12 
11 


4 | 
2 
4 
11 
a6 i Note: Significant second 


14 growth coming of harvestable 


Last April, as the Private Land Forest Practices 
Regulations came into effect, many turned an 
interested eye towards TimberWest and other 
owners of managed forest lands to assess 
whether a results-based approach to environ- 
mental regulation would work. 


Four years and the combined efforts of 
government and the Private Forest Landowners 
Association (PFLA) produced the innovative set 
of regulations, which respect private property 
rights and allow owners to adopt the most efficient 
and effective ways of protecting the environ- 
mental values of water quality, fish habitat, 
critical wildlife habitat and soil conservation. 
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age [45-65 years] — about 
60% Douglas fir. 


Private lands have an advantage because logs 
cost less to produce than those from Crown 
lands, which are subject to stumpage and the 
costs of implementing the public lands Forest 
Practices Code. Private lands also tend to geta 
higher return for their products because owners 
have the flexibility to match harvesting activity to 
market opportunities, which is difficult to do on 
public land because of the lengthy harvest 
approval process. 


Today, armed with a strong commitment to our 
own environmental policy, the private land 
regulations and ISO and SFI® certifications, 
TimberWest can boast of having had our field 
performance meet — and in some cases exceed 
— regulatory requirements. At the same time, 
we've held the line on costs. 


As for the five-year-old public land Forest 
Practices Code, TimberWest’s field performance 
continues to meet the requirements and no 
significant non-compliance issues have been 
recorded to date. 


18. 
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[a valuable investment] 


Log sales contributed more than 90 percent of the distributable cash paid to TimberWest 

unitholders in the year 2000. Our private timberland advantages, superior management, careful 

planning and the ability to respond to market needs all played a part in earning that reward. 
} 
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[log sorts] 


We know that each of our customers 
has processing plants that are 
unique. They want to generate the 
highest value from the logs they buy 
so we aim to provide each customer 
with logs manufactured to exact- 
ing specifications that match the 
product profile of the customer. For 
TimberWest, making this match 
means we generate the highest 
returns from our logs. Currently, our 
log sorting activity includes 127 
different sorts, each reflecting specific 
customer requirements. 


Species 


Fir 
Cedar 
Hembal 


Cypress 
Other minor species 


[goal] To continue to outperform our previous 
i distributable cash results. 


[action] Strong, steady financial performance 
despite weak markets. 


{return] Achieved best distributable cash result 
; ; ~~ yet, finishing the year as the top-performing forest 
— products company in Canada. 


Many investors today recognize the value of designing a risk-efficient investment portfolio 


and the importance of choosing the right mix of asset classes to achieve a desired return. Timberland 


has emerged as a strong global asset class proven to provide premium returns for relatively modest 


risk and has become a must-have for any well-diversified portfolio. Timberland is a renewable 


resource that has stable, predictable biological growth and, as a result, is capable of generating 


perpetual cash flow. Timber is a hard asset that can provide returns counter-cyclical to other 


investments, such as stocks and bonds, offering an effective inflation hedge over time to preserve 


capital. With ever-growing global demand for wood products and a shrinking land base on which 


to grow trees, the long-term supply and demand fundamentals for timberland are sound. 
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Who is the TimberWest investor? 
Investors range from small individual 
retail investors to yield-oriented 
investors to the value investor 
looking for undervalued assets. 


a valuable investment [timberland: an asset class] 


The value of private lands 

For John Kelvin, Manager of Log Trading, 
TimberWest’s real advantage is its superior 
resource. “Owning private land offers tremendous 
advantages over Crown tenure around fees, 
regulations and management of our cut 
requirements, but it’s our mix of second-growth 
Douglas fir and old-growth Douglas fir, hemlock 
and balsam that’s the huge advantage for us,” 
he says. “They're what give us the flexibility to 
adjust our harvest to the market conditions at 
any time.” 


With both domestic and international market 
conditions to react to, TimberWest’s log 
marketing and forest planning teams juggle 
decisions around a variety of concerns, including 
federal, provincial and international regulations, 
environmental protection and harvesting plans, 
and sorting and bucking to deliver log sorts that 
match specific customer needs. “There’s a chain 
of information that links different parts of the 
Company,” says Kelvin, whose focus tends to 
be on “what's happening in the real world” and 
trying to anticipate short-term and long-term 
market changes. “We continually update market 
pricing for the operations planners, for example, 
so they know what's happening in the market- 
place and feed back information to them to effect 
changes in where we should harvest and how 
we should manufacture and sort the logs.” 


Logs are sorted by size and by quality, depending 
on the specific product a customer intends 
to manufacture. “We can get more money for 
the same log by making sure it goes to the 
right customer and that customers will maxi- 
mize recovery through the products they 
manufacture,” says Kelvin. 


A value-added process 
TimberWest has the ability to find that right 
customer. While Japan was historically the major 
market for our logs, since 1998 we have been 
successful in developing a market in the US 
Pacific Northwest as well. The US market has 
not only contributed significantly to distributable 
cash, it has also meant better utilization of the 
Company's resources and more employment 
opportunities. 


“lf we didn't sell those logs to the US, a significant 
component of them would end up as pulp logs 
and be made into chips in Canada. Because that 
would result in significantly lower revenue, we'd 
likely leave the timber standing, and there would 
be fewer loggers working,” says Kelvin. “Getting 
the right log to the right mill to be manufactured 
into the highest-value product also means we're 
putting our natural resources to their best use.” 
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[$ millions] 


[Distributable cash] Consolidated 
earnings before income taxes, less 
current income taxes, plus depreciation, 
depletion and amortization, proceeds 
from the sale of certain capital assets, net 
of their gain (loss) on sale, less capital 
expenditures. 
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a valuable investment [strong & steady performance] 


[average annual investment returns] 


Commercial Real Estate 


US Consumer Price Index 


(20 years) 
14.0% 
9.2% 
18.5% 
7.2% 
4.6% 


(10 years) 
18.2% 
5.6% 
20.0% 
5.3% 
3.1% 


Source: Hancock Timber Resource Group 
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performance 


Who says money doesn’t grow on trees? 


Owner of one of the largest and most valuable 
holdings of private timberlands in all of Canada, 
TimberWest has for the third year increased 
its distributable cash. “Despite overall weak 
commodity prices globally, no appreciable 
recovery in Japan and a softening in the US 
economy, TimberWest managed an increase 
of seven percent in distributable cash in 2000,” 
says Bev Park, CFO. 


While private timberlands have special 
advantages over Crown lands that allow it to 
produce a lower cost log (no stumpage fees or 
the high costs associated with operating 
under the process-heavy Forest Practices Code), 
Park also credits prudent and focused 
management as adding another plus to the 
TimberWest financial story for 2000. 
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* Measured as the holding period returns 
from a portfolio of US timberland including 
timber sales and land appreciation. 


1989-1998 1979-1998 1964-1998 = 


(35 years) 
15.5% 
N/A 
13.5% 
6.4% 
4.9% 


Timberland is a strong asset with excellent fundamentals — its continuous, 
predictable biological growth allows for perpetual cash flow to be generated. 


“We've continued to be efficient producers and 
effective at holding the line on costs,” she says. 
“In addition, the flexibility of our private timberland 
base allowed us to respond quickly to changing 
market demand and to plan our harvest such 
that this year we achieved higher product prices 
year over year.” 


Earlier this year, TimberWest decided the 
best capital allocation decision that could be 
made was to invest in ourselves. In May 2000, 
TimberWest spent $51.8 million to buy back 
4.8 million Stapled Units. Not only did this 
provide us with an estimated 15 percent 
return on our investment, it also allowed us to 
save cash by reducing our annual cash 
distributions by $5 million. “We consider this 
buy-back a success, even though part of the 
purchase had to be financed by additional 
borrowings. We have continued to see strength 
in the unit price,” says Park. 


{2000 Financial Statements] 


Highlights and Significant Transactions 
Financial and Operating Review 
Financial Position ; 

Liquidity and Capital Resources 

Future Accounting Policy Changes 
Unit Transactions and Information 
Cash Distributions 

Risk Management 

Uncertainties 
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TimberWest Forest Corp. (TimberWest) is pleased to 
present its operating and financial results for the year 
ended December 31, 2000. This discussion and analysis 
supplements, but does not form part of, the consolidated 
financial statements of TimberWest and notes thereto. 
It is intended to give management's view of TimberWest 
by providing both historical and prospective analysis 


of its business. 


HIGHLIGHTS AND SIGNIFICANT TRANSACTIONS 
TimberWest is uniquely positioned as the largest owner 
of private forest lands in western Canada. The Company's 
334,000 hectares are largely located on Vancouver Island 
and contain some of the best coniferous forest growing 
sites in the world. The majority of these sites support the 
growth of Douglas fir, a premium species sought after for 
structural purposes. 


The American Forest & Paper Association has certified 
that the Company is committed to managing these lands 
according to sustainable forestry standards under its 
Sustainable Forestry Initiative (SFI)S“ Program. While 
ensuring that rigorous environmental and conservation 
practices for wildlife and water quality protection, biodiversity 
conservation and a wide range of other conservation goals 
are applied, these lands can sustain a long-term harvest 
of 2.4 million m° of logs per year. 


TimberWest also holds two renewable and long-term public 
Tree Farm Licences that provide the Company with the right 
to harvest 1.2 million m? per year. The management practices 
applied to these lands meet the stringent requirements 
of the provincial Forest Practices Code. In addition, the 
Company holds about 6,500 hectares of real estate that 
are progressively being made available for higher uses. 


TimberWest operates a sawmill at Elk Falls on Vancouver 
Island that consumes lower value logs primarily sourced 
from public tenures. 


Sale of logs accounts for 75% of the Company's business 
and this provides considerable flexibility in meeting market 
opportunities. 


Stapled Unit Option Plan 

In April 2000, by an ordinary resolution at the Company's 
Annual General Meeting, the Stapled Unit Option Plan was 
approved. Under the Stapled Unit Option Plan options may 
be granted to directors, officers or employees of the 
Company or any of its subsidiaries that are in active service 
or employment. The maximum number of Stapled Units 
which may be issued pursuant to all options granted under 
the Stapled Unit Option Plan will not exceed 3,500,000 
Stapled Units, which amounts to approximately 5% of the 
issued and outstanding Stapled Units as of March 1, 2000. 
During the year, the Company granted options under the 
Plan for the purchase of a total of 910,000 Stapled Units, 
at an exercise price of $8.91 per Stapled Unit, which are 
exercisable until March 2010. 
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Stapled Unit Repurchase 

In May 2000, the Company purchased 4,783,024 Stapled 
Units pursuant to a substantial issuer bid. The Company 
paid $10.80 per Stapled Unit for an aggregate purchase 
price of $51.8 million net of related costs. 


Closure of the Cowichan Lumbermill 

In October 2000, TimberWest announced its decision to 
permanently close the Cowichan Lumbermill. The Company 
reached this decision because these assets were uneconomic 
for TimberWest to continue operating. It is a land-locked 
lumbermill that would require significant capital reinvestment 
to make it viable and did not meet the Company’s return 
requirements. The majority of the costs associated with 
the closure of this mill were accounted for in 1999. A further 
$1.3 million was expensed this year to reflect additional 
shutdown costs. 


Accounting Policy Changes 

During the year, the Company changed two of its accounting 
policies through the adoption of Sections 3465 (“Income 
Taxes”) and 3461 (“Employee Future Benefits”) of the 
Canadian Institute of Chartered Accountants (the “CICA”) 
handbook. These new standards are mandatory for fiscal 
years beginning on or after January 1, 2000. Both of these 
standards have been given retroactive application and 
all comparative financial statements have been restated 
to reflect the change in policies. 


The new standard for income taxes shifts the focus of tax 
allocation accounting from the income statement to the 
balance sheet. The implementation of the new standard 
resulted in the following non-cash changes to the December 
31, 1999 financial statements. The Company restated the 
financial statements to include a long-term future income 
tax liability of $406.8 million, a short-term future income tax 
asset of $3.3 million, a $402.3 million increase in the carrying 
cost of the private timberlands, a $1.2 million increase in 
the opening distributions in excess of earnings and a $9.2 
million increase in net income. The vast majority of the future 
income tax liability arises from existing differences between 
the book value and tax value of the Company’s private 
timberlands. This liability arises under the assumption that 
the Company will eventually dispose of these assets without 
regard to income tax planning strategies. Since this is 
extremely unlikely, the Company does not expect that this 
increased future income tax liability will ever require funding. 


During 2000, the Federal government of Canada announced 
that it was lowering the capital gains inclusion rate from 
75% to 667/3% in respect of dispositions after February 27, 
2000, and further to 50% in respect of dispositions after 
October 17, 2000, and lowering the federal corporate tax 
rate by 7% (1% as of January 1, 2001 and a further 2% 
at each of January 1, 2002, 2003 and 2004). This, together 
with the application of Section 3465 of the CICA handbook 
on a retroactive basis and the existing differences between 
the book value and the tax value of the private timberlands, 
has resulted in a non-cash future income tax recovery of 
$179.8 million. This is included within future income tax 
expense (recovery) for the year ended December 31, 2000. 
The $179.8 million future income tax recovery and offsetting 
reduction to the future income tax liability on the balance 
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sheet is a non-cash item and has no effect on the Company's 
distributable cash for the period. 


The new policy for accounting for employee future benefits 
establishes standards for the recognition, measurement and 
disclosure of the cost of employee future benefits. Section 
3461 of the CICA handbook requires companies to recognize 
the cost of retirement benefits and certain other post- 
employment benefits over the periods in which the employees 
render services to the entity in return for the benefits. Prior 
to the adoption of this new accounting standard, the Company 
accounted for non-pension post-employment benefits on a 
cash basis. The implementation of the new standard resulted 
in the following changes to the December 31, 1999 financial 


[in millions of dollars] 


As previously reported} Section 3465 


statements: a $21.8 million liability for employee future 
benefits, a $2.6 million increase in the book value of prepaid 
pension costs, a $5.6 million increase in the book value 
of private timberlands, a $7.0 million reduction in accrued 
liabilities, a $1.0 million decrease in net income and a $6.6 
million increase in the Company's opening distributions in 
excess of earnings. The implementation of this new CICA 
handbook section has no impact on distributable cash. 


The financial statements for the year ended December 31, 
1999 have been restated to comply with the provisions of 
Section 3465 and Section 3461. The following summarizes 
the impact of applying these standards to the Company's 
December 31, 1999 financial statements. 


Effect of adopting 


Section 3461 


As restated 


Balance sheet: 
Current assets 
Capital assets 
Other assets 
Current liabilities 


Non-pension post-retirement 
benefits 


Future income taxes 
(formerly deferred income taxes) 


Distributions in excess of earnings 
Net income 


Quarterly Financial Data 


[in millions of dollars] 
Unaudited 


96.7 
1,396.8 
36.0 
82.7 


Sales 


Operating earnings 


Earnings (loss) available for distribution 


$105.6 $141.7 $116.4 $123.3 


$26.7 $29.2 $19.6 $20.7 


$74.2 $18.4 $12.2 $132.7 


Earnings available for distribution before 
write-down of capital assets and related 


costs and future income tax recovery 


Distributable cash 


Distributions declared 


$12.5 $13.7 


$14.1 $18.5 


$18.1 $17.4 


[$ Per Stapled Unit and equivalent 


amounts]: 


$487.0 $96.5 $118.7 $116.2 $125.2 $456.6 


$96.2 $21.3 $29.9 $17.5 $21.8 $90.5 


$2375 | $17.5 $173 $131 $(0.6) $47.3 


$17.3 $63.1 
$19.7 $83.3 


$18.8 $75.0 


Earnings (loss) available for distribution 


Eamings available for distribution before 
write-down of capital assets and related 
costs and future income tax recovery 


Distributable cash 


Distributions declared 


$(0.01) 
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Comparison of Actual Operating Results 

The following table shows the results of TimberWest'’s 
operations for the year ended December 31, 2000 compared 
to the results for the years ended December 31, 1999 and 
December 31, 1998. 


1999 
[restated — see 
fis note 2] 


1998 
[restated — see 
fis note 2] 


[Millions of dollars except stapled unit amounts] 


[consolidated statement of earnings] 
Net sales 


Operating costs and expenses: 


Cost of products sold 


Depreciation, depletion and amortization 


Selling, administrative and other 


Operating earnings 
Interest expense 
Amortization of debt issue costs 


Write-down of capital assets and other related costs 


Other income (expense) 


Earnings before income taxes 


Income tax recovery (expense) 


[consolidated statement of distributable cash] 


Net earnings 


Income tax benefit related to distributions 


Earnings available for distribution 


Write-down of capital assets and related costs 


Future income tax recovery 


(170.8) 


Earnings available for distribution before write-down 


of capital assets and future income tax recovery 


Add (deduct): 


Depreciation, depletion and amortization 
Other non-cash related items 
Proceeds from sale of real estate and other assets 


Gain on sale of capital assets 


Capital expenditures 


Decrease in non-cash working capital 


Distributable cash 


Distributable cash per weighted average stapled unit 


Ps [sve [soe | 


Cash distributions declared per stapled unit 


Weighted average number of stapled units outstanding (000’s) 


Stapled units outstanding at the end of the period (000’s) 
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[shipments in 
mm*] 


Log Shipments 


5108 fh 
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[price/m>] 


Average Log Sales Realizations 
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FINANCIAL AND OPERATING REVIEW 

TimberWest generated distributable cash of $89.2 million, 
or $1.34 per weighted average Stapled Unit, for the year 
ended December 31, 2000. This compares to $83.3 million, 
or $1.20 per Stapled Unit and equivalent reported for the 
year ended December 31, 1999. Earnings available for 
distribution were $237.5 million. With the effect of the non- 
cash future income tax recovery of $170.8 million and the 
$1.3 million write-down of capital assets and related costs 
excluded from earnings, the Company achieved earnings 
available for distribution of $68.0 million or $1.02 per 
weighted average Stapled Unit compared to $63.1 million 
per Stapled Unit and equivalent in 1999, before the $24.7 
million write-down of capital assets. This is a $4.9 million 
improvement from 1999 and is largely attributable to the 
16% improvement in logging earnings. 


The future income tax recovery is the 
result of the fact that during the year 
ended December 31, 2000, the Federal 
= government of Canada announced 
i that it was lowering the capital gains 
inclusion rate from 75% to 50% and 
i lowering the federal corporate tax rate 
by 7% (1% as of January 1, 2001 and 
A a further 2% at each of January 1, 2002, 
2003 and 2004). Under section 3465 
p of the CICA Handbook, future tax assets 
and liabilities are adjusted to reflect 
i the effects of enacted or substantively 
enacted changes in tax laws and rates. 
The effect of these changes in tax laws 
and rates are charged or credited to 
income as part of the future income 
tax expense or benefit of the period 
in which the changes are enacted. 
The CICA considers all of these 
changes substantively enacted as of 
December 31, 2000. 


00 


Sales rose 7% to $487.0 million for the year ended December 
31, 2000 from $456.6 million in the prior period. Log sales 
for the year ended December 31, 2000 were $362.9 million 
or 74.5% of total sales compared to log sales of $327.1 
million or 71.6% of total sales for the prior period. Shipments 
of 3,107.6 mm in 2000 compared to 
shipments of 3,036.6 mm‘in the prior 
year. Average log sales realizations 
rose to $117 per m° in 2000, an im- 
[ provement of $9 per m* from 1999. The 


$117 


improvement was the result of stronger 
domestic shipments offset by lower 
international shipments. While there 
was no significant improvement in end 
markets for the Company’s products, 
prices for logs in both the domestic 
market and international markets im- 
proved during the year, reflecting a 
supply shortage of fibre on the BC 
coast and in the US Pacific Northwest. 
eo Logging cost of sales increased $4 
per m°from the prior year reflecting a 
shift in harvesting to public lands from 


private lands. Public lands harvesting costs include stumpage 
fees and Forest Practices Code costs that are not applicable 
to private lands. However, in making this shift, TimberWest 
was able to access higher value timber, thereby preserving 
its margin. It also allowed the Company to reduce its private 
land harvest levels by 310,308 m*° year over year and leave 
those trees to grow and increase in value. 


Lumber sales for the year ended 4 
December 31, 2000 were $96.0 
million or 19.7% of total sales. This 
compares to lumber sales of $102.4 


million, or 22.4% of total sales for | 


oo 


6.6 


the prior period. The decrease in 
sales reflects lower demand from 
Japanese lumber markets as end 
housing markets remained weak. 
Lumber sales realizations in 2000 
averaged $549 per mfbm on ship- 
ments of 175.0 million fom. This com- 
pares with average sales realizations 
of $549 per mfbm on shipments of 
186.6 million fom in 1999. 2000 was 


ae waar 99 00 
a year of significant confusion in the [shipments in 
Japanese housing market due to new million fom] 


Housing Quality Assurance laws im- 
posed April 1, 2000. These new laws 
created an end-user shift in buying 
preference to more kiln dried and 
engineered wood products and caused significant chal- 
lenges for hemlock programs, particularly at the Compa- 
ny’s Elk Falls lumbermill which produces exclusively for 
the Japanese lumber market. While prices overall were 
weak during the middle of the year, the close of the year 
saw some strengthening in average realizations, thereby 
maintaining the average lumber realizations, year over year. 


Operating earnings for the year 
ended December 31, 2000 were 
$96.2 million or 19.8% of sales 
compared to $90.5 million or 19.8% 
of sales for the same period last 
year. The 6.3% year-over-year im- 
provement in operating earnings $549 $549 
was due mainly to the increase in 

log sales realizations and shipment 

volumes. Earnings before income 

taxes were $67.5 million and included 

interest expense of $24.5 million 

compared to earings before income 

taxes for the prior period of $39.7 

million, which included interest 

expense of $21.8 million. Excluding 

the $24.7 million write-down of 

capital assets in 1999, earnings 

before income taxes were $64.4 

million in 1999. The increase in 

interest expense is the result of a 99 00 
higher average level of borrowing [price in 
incurred by the Company to fund mfbm] 
the stapled unit repurchase program 
and higher overall interest rates on 


TimberWest's floating rate debt. Realizations 
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FINANCIAL POSITION 


Current Assets 

Non-cash current assets decreased $10.7 million year 
over year, because of a reduction in accounts receivable 
and a decline in log and lumber inventories. Accounts 
receivable were lower by $5.7 million primarily as a result 
of improved collections of trade receivables year over year. 
Log inventories were lower by $1.0 million at the end of 
2000 compared to 1999 and the decrease was comprised 
mainly of a reduction in the closing watered log inventory 
volume. Lumber inventories were also down year over year 
by $3.0 million to close at $11.0 million, largely as a result 
of a lower value mix of inventory at both lumbermills. 


Capital Assets 

Capital assets as at December 31, 2000 were $12.5 million 
lower than this time last year. The reduction was primarily 
the result of depreciation, depletion and amortization of 
$13.6 million and sales of capital assets of $11.3 million, 
partly offset by $10.3 million of capital expenditures. 


Other Assets 

There was a decrease of $1.0 million in other assets from 
the prior year. This decrease is primarily the result of a 
further amortization of the debt issue costs of $3.5 million, 
an increase in the participation in the Stapled Unit purchase 
loans by $4.0 million, the collection of $2.7 million long- 
term receivable, and increase in prepaid pension costs 
of $1.0 million. 


Current Liabilities 

As at December 31, 2000, TimberWest’s outstanding 
operating loan was $48.3 million compared to $15.2 million 
at the end of 1999, an increase of $33.1 million. This increase 
is the result of the Company borrowing an additional $51.8 
million to repurchase stapled units (including related costs) 
offset by $18.7 million of cash generated from operations. 


Excluding the current operating loan, current liabilities 
increased by $200.7 million from December 1999, due to 
the reclassification of the $201.8 million bank term loan 
from long-term liabilities to current liabilities. The same 
amount was outstanding on this term loan at December 
1999, although it was classified as a long-term liability. 
This term loan will come due in June 2001 and the Company 
anticipates refinancing it in the debt capital and bank 
markets, at which point it will again become long-term debt. 


Long-term Liabilities 

As at December 31, 2000, TimberWest had $125.0 million 
of debentures outstanding. The same amount of $125.0 
million existed at the end of 1999. TimberWest also had 
$22.2 million of non-pension post-retirement benefits which 
is comparable to $21.8 million at December 31, 1999 (see 
Accounting Policy Changes). In addition, TimberWest had 
a Future Income Tax liability of $249.6 million which decreased 
from the $420.2 million at December 31, 1999 (see Accounting 
Policy Changes and Financial and Operating Review). 


Unitholders’ Equity 


At December 31, 2000, unitholders' equity was $113.8 million 
higher than at December 31, 1999. This increase is due to 
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earnings being in excess of distributions by $165.6 million, 
offset by the reduction in equity as a result of the stapled 
unit repurchase. 


LIQUIDITY AND CAPITAL RESOURCES 


Operating 

Cash provided by operations before the change in non- 
cash working capital was $79.9 million for the year ended 
December 31, 2000 compared to $80.7 million at December 
31, 1999. Cash from operations after the increase in non- 
cash working capital of $9.8 million was $89.7 million. 
The increase in non-cash working capital was partially 
due to the improvement of collections worth $5.7 million. 
The increase was also attributable to a $4.0 million fall 
in log and lumber inventory, which is the result of lower 
log volumes and lower lumber values. 


Financing 

During 2000, the Company’s bank term loan remained 
at $201.8 million and the debentures remained at $125.0 
million. TimberWest maintained its decision to fully utilize 
its term loan facility rather than its operating loan facilities 
in order to reduce the cost of its debt. Additionally, the 
operating loan at December 2000 was $33.1 million higher 
than this time last year. The repurchase of $51.8 million of 
Stapled Units was the primary driver behind the increase 
in debt; this was offset by improved cash flow from 
operations. Financing activities also included $73.0 million 
of cash distributions paid to unitholders during 2000 
compared to $75.0 million in 1999 (see Cash Distribu- 
tions). The reduction in cash distributions is the result of 
the reduction of units outstanding by 4.8 million as a result 
of the repurchase program. 


Investing 

Capital expenditures for the year ended December 31, 
2000 were $10.3 million. Of this amount, $6.7 million was 
spent on the construction of roads and bridges and $3.6 
million was spent on plant and equipment. This compares 
to capital expenditures of $6.6 million in 1999, comprised 
of $6.1 million for the construction of roads and bridges 
and $0.5 million on plant and equipment. The most 
significant capital improvement undertaken during the year 
was the expansion of the Shoal Island dryland sort for 
$1.7 million. This expansion allows for more efficient and 
effective value-added log sorting capability. 


Proceeds from the sale of capital assets for the 12 months 
of 2000 were $11.3 million compared to $9.7 million for 
the same period last year. These proceeds were generated 
primarily from the sale of real estate properties. Proceeds 
from the sales of real estate were $10.9 million for the 
year ended December 31, 2000 compared to $9.1 million 
for the same period last year. 


A net decrease in other assets resulted in a net cash inflow 
of $1.0 million, largely due to the collection of long-term 
receivables, offset by the increase in Stapled Unit purchase 
loans. 


Capital expenditures planned for fiscal 2001 are $8.8 million, 
and are expected to be funded from cash generated from 


1 Trust Units ceased to be listed on the TSE on October 9, 1998, 
Stapled Units were listed on the TSE on October 6, 1998. 


Between October 2, 1998 and July 14, 1999, the Trust Units 
of the Trust were redeemable for Stapled Units of TimberWest 
‘on a one-for-one basis, On July 14, 1999, all remaining Trust 
Units except for 100 units held by TimberWest were redeemed 
for Stapled Units. 


? Trust Units were listed on the TSE on June 23, 1997. 
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operations. Approximately $5.7 million, or 65%, of the 
planned capital expenditures are to be spent on the 
construction of roads and bridges, $2.0 million, or 22%, 
on capital equipment for the logging operations, $1.1 
million, or 12%, on the Elk Falls Lumbermill, and the 
remainder on other non-operating capital additions. 


At December 31, 2000, TimberWest had a term loan facility 
of $201.8 million and three operating loan facilities totalling 
$160.0 million, or equivalent US dollars at prevailing spot 
rates. A number of banks participate in these facilities 
which are revolving and unsecured. The facilities all have 
maturity dates prior to December 31, 2001, and as such 
any drawdowns have been classified as current liabilities. 
Management's intention is to refinance these facilities by 
way of a combination of debt capital markets facilities 
and bank facilities. 


As at December 31, 2000, the term loan facility was fully 
utilized and approximately $48.3 million was utilized under 
the operating loan facilities. This compares to a fully utilized 
term facility and $15.2 million utilized under the operating 
loan facility as at December 31, 1999. The unused portion 
of the operating loan facilities as at December 31, 2000 
are net of outstanding letters of guarantee issued under 
these facilities of $11.3 million. Excluding the term loan, 
operating loan and distribution payable to unitholders, net 
working capital was $37.1 million at December 31, 2000 
compared to $48.0 million at December 31, 1999. TimberWest 
believes that net working capital is adequate to meet its 
operating requirements. After funding $73.0 million in 
distributions during the year, total debt outstanding including 
the operating loan as at December 31, 2000, was $375.1 
million. This represents a $33.1 million increase from the 
same time last year due to the repurchase of $51.8 million 
of Stapled Units, offset by cash flow from operations. 


TimberWest's consolidated debt-equity ratio at December 
31, 2000 decreased marginally to 32:68 compared to 33:67 
at December 31, 1999. 


[trading of stapled units and equivalent] 
Trust Units/Stapled Units’ Closing High 


16.00 


FUTURE ACCOUNTING POLICY CHANGES 

In June 2000, the Canadian Institute of Chartered 
Accountants (the “CICA”) approved new Section 1751 of 
the CICA Handbook — Accounting “/nterim Financial 
Statements’ (“Section 1751”). This section will be effective 
for the interim financial statements of public enterprises 
for fiscal years beginning on or after January 1, 2001. The 
substance of the standard is to require companies to treat 
each interim period as a stand-alone accounting period 
and to apply the same accounting principles to the interim 
statements as are applied to the Company's annual financial 
statements. Further, the standard requires that materiality 
in relation to interim financial statements is assessed in 
relation to the interim financial statements themselves and 
not based on anticipated materiality for the annual financial 
statements. The impact of the implementation of this standard 
on TimberWest is expected to be minimal. 


Also for fiscal years beginning on or after January 1, 2001, 
new CICA Handbook Section 3500 “Earnings per Share” 
(“Section 3500”) becomes effective. The impact on 
TimberWest will be that the Company will include in its 
financial statements a fully diluted earnings per unit 
calculation which will require it to calculate the dilutive 
effect of warrants, options and equivalents. With the current 
level of the option plan, the Company does not expect that 
this will have a material effect on its earnings per unit 
calculation. Furthermore, the standard still allows for the 
presentation of cash flow per share information and as 
such TimberWest will continue to provide distributable cash 
per unit information which will be unaffected by the adoption 
of this standard. 


UNIT TRANSACTIONS AND INFORMATION 

On May 20, 2000, the Company purchased 4,783,024 
Stapled Units pursuant to a substantial issuer bid. The 
Company paid $10.80 per Stapled Unit or $51.6 million, 
incurred related costs of $0.8 million and charged $0.6 
million of the buy-back to distributions. The net $51.8 million 
purchase price of the Stapled Units has been deducted 


11.40 15.00 8,046,941 


$ 
$ 


. $ i 
9.90 $ 10.35 2,893,451 


9,786,692 


Second Quarter 


9,790,361 


Third Quarter’ 


4,271,934 


Fourth Quarter 8,486,269 
First Quarter 6,915,090 


Second Quarter 


5,498,035 


Third Quarter 


5,139,614 


Fourth Quarter 
First Quarter 


8,047,352 
5,567,211 


Second Quarter 


4,094,791 


Third Quarter 


4,191,406 


Fourth Quarter 


2,231,067 
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from the Stapled Units, with the individual components Cash flows will also fluctuate from year to year due to the 
of the Stapled Units reduced based on their stated value. _ cyclical nature of the business. One of the objectives of 
The excess of the stated values over the purchase price TimberWest’s cash distribution policy is to make even 
has been included in Stapled Units as the Stapled Units _ distributions to unitholders. This means that during certain 


purchased have not been redeemed or cancelled. periods, cash distributions may vary from the actual cash 
generated. Any difference will be added to or subtracted 
CASH DISTRIBUTIONS from either cash reserves or the bank operating line of credit. 


TimberWest’s policy is to make quarterly distributions to its 

unitholders in the form of interest on the Series ASubordinate | Quarterly distributions will be payable to the holders of 
Notes, as a return of capital upon the redemption of the © Stapled Units of record on January 1, April 1, July 1 and 
preferred shares, or as dividends on the common shares October 1 in each year (the “Record Dates”) and are 
or preferred shares. The amount of such distribution is | expected to be paid on the 15th day of the month of each 
subject to TimberWest'’s overall financial condition. record date. 


Due to the nature of TimberWest’s business, quarterly cash The composition of distributions distributed and declared 
flows will fluctuate during the year for seasonal reasons. __ to date on a per unit and equivalent basis were as follows: 


Record Date Payment Date Interest Income | Taxable Dividends Non-taxable’ Total Distribution? 
[$/unit] [$/unit] [$/unit] (S/unit] 
Sept. 30, 1997 Oct. 15, 1997 $ 0.259000 0.066000 0.325000 
Dec. 31, 1997 Jan. 15, 1998 $ 0.161000 0.089000 


$ 
$ 0.250000 


CS a 


0.575000 


Mar. 31, 1998 Apr. 15, 1998 $ 0.266000 0.266000 
June 30, 1998 July 15, 1998 $ 0.270000 0.270000 
Sept. 30, 1998 Oct. 15, 1998 $ 0.272000 0.272000 
Dec. 31, 1998 Jan. 15, 1999 $ 0.269457 0.269457 


Mar. 31, 1999 Apr. 15, 1999 0.269364 


June 30, 1999 July 15, 1999 0.269364 


SST ICUS Jan. 1, 1999 Jan. 15, 1999 $ 0.269457 $ 0.269457 
Apr. 1, 1999 Apr. 15, 1999 $ 0.269364 $ 0.269364 

July 1, 1999 July 15, 1999 $ 0.269364 $ 0.269364 

Oct. 1, 1999 Oct. 15, 1999 $ 0.269364 $ 0.269364 

$ 1.077549 


Jan. 1, 2000 Jan. 15, 2000 $ 0.269364 $ 0.269364 
Apr. 1, 2000 Apr. 15, 2000 $ 0.269364 $ 0.269364 
July 1, 2000 July 15, 2000 $ 0.269364 $ 0.269364 
Oct. 1, 2000 Oct. 15, 2000 $ 0.269364 $ 0.269364 


' Non-taxable represents a return of cap- 
ital to unitholders which reduces the cost 
base of the units. 


Jan. 1, 2001 Jan. 15, 2001 0.269364 iy Ss Ie 0.269364 


? Excludes the distribution of $0.2 million 
made to holders of special deposit warrants 
on March 21, 1997. 


Total distributions declared and paid for the year ended weighted average Stapled Unit, and were comprised of 
December 31, 2000 were $73.0 million, or $1.08 per _ interest earned on the Series A Subordinate Notes issued. 
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RISK MANAGEMENT 

TimberWest manages principal risks of its business through 
established systems and procedures in two main areas: 
business operations, including both forestry resources and 
facilities, and finance. Principal risks can also be viewed 
in terms of controllable risks and non-controllable risks. 
Non-controllable risks result primarily from: variations in 
product prices from changes in market conditions; 
fluctuations in the United States dollar and other foreign 
currency exchange rates; and regulatory, legislative and 
harvesting fee changes made by the British Columbia 
provincial government. Controllable risks relate primarily 
to the resources and assets of TimberWest and compliance 
with regulatory and ethical standards. 


Business Operations Risk 

TimberWest has systems and procedures in place to 
monitor the utilization of resources and the protection of 
assets. Control mechanisms report on the efficiency and 
use of forestry, conversion and monetary resources. 
Procedures to track and monitor changes, along with 
adequate insurance coverage, protect TimberWest's assets 
from undue risk. TimberWest runs the risk of loss of 
standing timber from forest fires in its forest lands. The 
annual average standing timber loss to forest fires is 
approximately $100,000. TimberWest mitigates this risk 
by having a part ownership in aerial attack capability. 


The primary regulatory compliance risk relates to adherence 
to environmental standards, as the operations of TimberWest 
are subject to a wide variety of environmental laws and 
regulations. The Environment, Health & Safety Committee 
of the Board of Directors outlines the policy, procedure and 
control mechanism with respect to these laws and regula- 
tions. TimberWest employs an Environmental Management 
System (“EMS”), developed with the assistance of external 
consultants. On November 29, 1999, TimberWest was 
awarded the ISO 14001 registration, which provides solid 
evidence that TimberWest operations are in substantial 
compliance with applicable environmental laws, and has 
now been in good standing with this certification system 
for over a year. In December of 2000, TimberWest was the 
first Canadian Company to achieve sustainable management 
certification for its forestry operations on private land under 
the American Forest & Paper Association’s Sustainable 
Forestry Initiative (SFI)S“ Program. The SFIS” program is a 
rigorous system of environmental and conservation practices 
that includes requirements for wildlife protection, biodiversity 
conservation, harvesting practices and a wide range of other 
forest management goals. 


The Forest Practices Code (the “Code”) was implemented 
in June 1995 and establishes standards for both operational 
planning and forest practices on Crown timber tenures and 
private timberlands within Tree Farm Licences. TimberWest 
focuses on providing its forest workers and supervisors with 
the knowledge and skills they require to carry out their 
daily tasks in full compliance with the Code. TimberWest 
believes that it is in substantial compliance with the Code. 


The new Private Land Forest Practices Regulations 
became effective April 1, 2000. These regulations are 
results-based and apply to lands within the Forest Land 
Reserve, which covers most of TimberWest’s private 
lands. Protection standards are set out for four key 
public values: clean water; protection of fish habitat; 
soil conservation; protection of critical wildlife habitat. 
The Company’s private land operations are in substantial 
compliance with these regulations. 


Finance Risk 

The Company realizes a portion of its sales in US dollars 
and enters into foreign exchange contracts to manage 
its foreign exchange risk. The Company does not hold 
or issue financial instruments for trading purposes. At 
December 31, 2000, the Company had contracted for $30.8 
million (US$20.5 million) of foreign exchange contracts at 
an average rate of $1.5015, expiring at various dates through 
May 2001. The carrying value of these foreign exchange 
contracts is nil and, based on market exchange rates at 
December 31, 2000, the foreign exchange contracts had 
a fair value of $0.1 million. 


In 1998, the Company fixed the interest rate on a portion of 
its term debt facility through an interest rate swap agreement. 
Under this agreement the Company agreed to exchange, 
at specified intervals for a specified period, its floating 
interest rate for a fixed interest rate on a notional principal 
amount of $100 million. The interest rate on this portion 
of the debt was fixed at 6.85% through to May 11, 2000. 
In May 1999, the Company agreed to extend the swap to 
June 29, 2001. Under this agreement the Company reduced 
its fixed interest payments to 5.75% from May 11, 1999 
to May 11, 2000, in return for an agreement to pay 1.055% 
over 3 month Bankers’ Acceptances from May 11, 2000 
to June 29, 2001. The carrying value of this interest rate 
swap at December 31, 2000 was nil and the fair value 
was $(0.5) million. 


UNCERTAINTIES 


Product Price Sensitivities 
Markets for TimberWest's products are cyclical and affected 
by such factors as economic growth, interest rates, 
construction activity, and log 
and chip trading activities. The 
following chart illustrates the 
sensitivity of the operating 
earnings of TimberWest to a 
$5 per m® change in the net 
sales price of its logs and chips 
and a $10 per mfbm change 
in net sales price of lumber, 
based on sales for the year 
ending December 31, 2000: 


$45.5 


PIE Sinisan 


LOGS LUMBER’ CHIPS 
[$ millions] 
‘Includes Cowichan Lumbermill, notwithstand- 


ing the decision by TimberWest to close this 
operation in 2000 


Product Price 
Sensitivities 
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Foreign Exchange Sensitivity 

TimberWest actively manages a portion of its United States 
(“US”) foreign exchange exposure with short-term forward 
contracts. These instruments are used for hedging purposes 
only and are not used for speculation (see note 15 to 
the consolidated financial statements on disclosure of 
financial instruments). 


A change in the rate of exchange between the US dollar 
against the Canadian dollar results in a change in the 
operating earnings of TimberWest. Based on US dollar 
denominated sales for the year ending December 31, 2000, 
a one cent change in the rate of exchange between the 
US dollar against the Canadian dollar is estimated to result 
in a change of $1.2 million in operating earnings of 
TimberWest (assuming US$ denominated transaction 
prices were unchanged). 


Softwood Lumber Export Quota 

The quota allocation received by TimberWest under the 
United States/Canada Softwood Lumber Agreement (“SLA”) 
is less than 2% of its lumber capacity. This acts as a 
constraint on the Company’s flexibility in responding to 
market conditions. The SLA expires on March 31, 2001, 
at which point the quota allocations will expire. The impact 
on TimberWest of this is unknown at this time. 


Crown Timber Tenures 

The Forest Practices Code, implemented in 1995, has 
constrained harvest flexibility, reduced the amount of timber 
available for harvesting and increased the cost of harvesting. 
The effects of the Code are extremely variable depending 
upon the type of forest area, the history of previous forest 
management, and the extent of other forest values on 
the area. The impact of the Code has been reflected in 
the current harvest levels and operating costs of 
TimberWest's forest tenure. New government and industry 
initiatives are working to reduce bureaucracy, provide 
increased operating flexibility and reduce costs to tenure 
holders. 


The British Columbia provincial government continues to 
implement its Protected Areas Strategy with an overall goal 
of protecting 12% of British Columbia’s land base in a 
natural condition. While the strategy is now fully 
implemented for Vancouver Island, TimberWest's operating 
areas in Johnstone Strait may be affected over the next 
several years as small protected areas are chosen. The 
impact on TimberWest's allowable annual cut is expected 
to be minor. 


Under the Forest Act, allowable annual cuts on Crown 
timber tenures are subject to review by the Chief Forester 
of British Columbia every five years. The last review was 
in 1996 and resulted in a net increase in TimberWest’s 
overall allowable annual cut. The provincial government 
of British Columbia has signalled its intention to modify 
the current stumpage system in order to achieve greater 
equity in application across all tenure holders and has 
begun to implement a market-based stumpage system. 
The nature of the complete revisions is not known at this 
time, but it is likely that the changes that will be made 
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will impact stumpage rates over time. For TimberWest's 
tenures, such impact will likely be mixed with increased 
stumpage in some areas and reduced stumpage in other 
areas. The overall impact cannot be determined until 
such time as the changes are announced. 


Aboriginal Issues 

Many First Nations have filed statements of claim to aboriginal 
rights and traditional territories with the British Columbia Treaty 
Commission. This Commission is facilitating negotiations 
between individual First Nations and the provincial and federal 
governments. Settlements will likely involve a combination 
of cash and land, and may affect TimberWest’s Crown timber 
tenures, in which case government has said that tenure 
holders will be compensated. 


In December 1997, the Supreme Court of Canada affirmed 
aboriginal rights in lands used or occupied by their ancestors. 
The decision was rendered in broad terms, and consequently, 
has added to uncertainty regarding tenured rights in Canada, 
particularly in British Columbia where few treaties were 
concluded. The Crown has the right to dispose of such lands 
for economic and social development purposes but is liable 
for compensation in such an event. This judgment confirmed 
that government has a duty to consult with First Nations 
where their rights may be affected. While TimberWest 
recognizes that additional consultation may be necessary, 
it does not expect additional significant delay or costs with 
respect to on-going operational approvals concerning its 
Crown timber tenures. 


The British Columbia provincial government and the First 
Nations Summit have stated that private lands will not be 
subject to land claims. Several bands have approached 
TimberWest with a view to purchasing, at market price, 
certain small portions of the Company's private lands for 
inclusion in their final Treaty Settlement lands. 


The Industrial, Wood & Allied Workers of Canada 
Collective Agreement 

The Industrial, Wood & Allied Workers of Canada (“IWA 
Canada’) is the certified bargaining agent for TimberWest’s 
hourly employees at the Cowichan Lumbermill and its logging 
operations. TimberWest is a member of Forest Industrial 
Relations, which negotiates a master agreement with coastal 
IWA Canada locals on behalf of industry members. The 
collective agreement with IWA Canada expired on June 14, 
2000. The IWA contract was negotiated and settled effective 
July, 2000, with only minor labour disruption. The contract 
specifies 2% salary increases for each of the next three 
years and the new contract expires on June 14, 2003. 


The Communications, Energy and Paperworkers 
Collective Agreement 

The Communications, Energy and Paperworkers (“the CEP”) 
is the unified bargaining agent for TimberWest's hourly 
employees at the Elk Falls Lumbermill. The current collect- 
ive agreement will expire on May 1, 2001. Contract talks 
are expected to commence soon. However, there is no 
certainty that a collective agreement will be reached before 
the current agreement expires. 
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Legal Issues 

In 1995, the British Columbia provincial government 
unilaterally replaced royalty fees charged on timber 
licences with more onerous stumpage fees. TimberWest 
has commenced legal action to recover compensation for 
the resulting loss and damage to its commercial and 
economic interests and investment in the timber licences. 
An independent study conducted for the British Columbia 
provincial government estimated the impact of the change 
in policy upon TimberWest at $39 million, and TimberWest’s 
action seeks to recover all losses. In late 1999, the court 
determined that TimberWest's claim should proceed to trial. 


The Company is subject to legal proceedings and claims 
which arise in the ordinary course of its business. Although 
there can be no assurance as to the disposition of these 
matters and the proceedings, it is the opinion of the Company's 
management, based upon the information available at this 
time, that the expected outcome of these matters, individually 
or in aggregate, will not have a material adverse effect on the 
results of operations and financial condition of the Company. 


Market Access 

TimberWest sold 777.0 thousand mé of logs during 2000 into 
markets in Japan and the United States Pacific Northwest 
at average sales price premiums to domestic sales prices of 
$55 per m°. As a result, price premiums on international log 
shipments constitute a significant component of TimberWest's 
distributable cash. Federal log export restrictions currently 
limit the sale of logs into international markets from British 
Columbia. To be eligible for export, logs must be surplus to 
the requirements of the domestic market. All logs sold in the 
domestic market, even those suitable for export, are sold 
at domestic prices. 


These restrictions limit TimberWest’s ability to sell into 
international markets and hence access to the additional 
price premiums available in these markets. Without access 
to intemational markets, TimberWest's operations, employment 
and distributable cash would be negatively impacted. 


OUTLOOK 

Conditions in the forest industry are expected to be challenging 
in 2001. Economic reports indicate an anticipated continuing 
deterioration in the North American and Japanese macro- 
economic outlook. In addition, the North American pulp market 
continues to struggle with excess capacity and high inventory 
levels going into 2001. 


The US lumber market tapered off during the last part of 
2000 as demand for lumber fell. Industry reports indicate 
that markets were oversupplied, causing lumber prices to 
fall to their lowest levels in a decade, with many producers 
operating near break-even levels. The consensus view on 
housing starts is that they will average about 1.51 million 
in 2001, down from 1.64 million in 2000. The downward 
pressure on prices is expected to continue into the first 
part of the year, with the current oversupply of product 
anticipated to be offset by increased home building later 
in 2001 due to interest rate reductions. Hemlock has been 
the species hardest hit by pricing pressure in end lumber 
markets and this has backed up into hemlock log prices. 
This species has remained oversupplied and the cost of 
drying has increased with the rise in natural gas prices. 
This condition is not expected to change in the near term 
and as a result it will remain a challenge to sell hemlock 
logs. One species that has continued to perform well, and 
an important species for TimberWest, is Douglas fir because 
it is a predominant species. It has benefited from the flight 
away from hemlock and benefits from a diversity of end 
uses. Douglas fir log prices have remained strong and are 
anticipated to remain stable into the first part of the year. 
Cedar continues to sell at stable prices into the US market 
and is expected to remain stable into 2001. 


Industry reports indicate that the Japanese lumber market 
is expected to be weak in the first part of the year, with 
housing starts anticipated to average 1.25 million in 2001, 
in line with 2000. There continues to be uncertainty as well 
in the Japanese lumber markets due to the new Housing 
Quality Assurance laws imposed during 2000. These new 
laws have resulted in a continued shift to more kiln-dried 
and engineered wood products and they are expected to 
continue to cause challenges for hemlock programs. Douglas 
fir has shown price stability in Japan that is expected to 
continue into 2001. 


Analysts are predicting downward pressure on pulp prices 
for the first part of 2001, with an improving trend in the last 
half of the year. Current inventory levels are too high to 
support pricing strength and many producers are anticipating 
substantial downtime. On the BC coast there is an ample 
supply of pulp logs, which will result in continued low pulp 
log prices into 2001. 


While the outlook for 2001 is tougher than 2000, TimberWest 
will continue to focus its efforts on getting the right tree 
to the right customer at the right time, and use the flexibility 
provided by being the largest private timberland owner in 
the province to take full advantage of market opportunities 
as they arise. 
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TimberWest 


MANAGEMENT’S RESPONSIBILITY 


The management of TimberWest Forest Corp. (the “Company”) is responsible for the preparation, integrity and fair 
presentation of the accompanying consolidated financial statements and other information contained in this Annual 
Report. The consolidated financial statements and related notes were prepared in accordance with accounting principles 
generally accepted in Canada and reflect management's best judgments and estimates. Financial information provided 
elsewhere in this Annual Report is consistent with that in the consolidated financial statements. 


Management maintains a system of internal controls over financial reporting which encompasses policies, procedures 
and controls to provide reasonable assurance that assets are safeguarded against loss or unauthorized use, that 
transactions are executed and recorded in accordance with management's authorization and that financial records 
are accurate and reliable. 


The Board of Directors of the Company is responsible for ensuring that management fulfills its responsibilities for financial 
reporting and internal controls. The Board maintains an Audit Committee which is comprised of four non-management 
members of the Board of Directors and which provides oversight to the financial reporting process. The Audit Committee 
meets periodically with management and the external auditors to review the consolidated financial statements, the 
adequacy of financial reporting, accounting systems and controls and internal and external auditing functions. 


The consolidated financial statements have been reviewed by the Audit Committee, which recommended that they 


be approved by the Board of Directors of the Company. These consolidated financial statements have been audited 
by KPMG LLP, the external auditors, whose report follows. 


BBs 
Os 


Paul J. McElligott Bev F. Park 

President and Vice President, Finance, 

Chief Executive Officer Chief Financial Officer and Secretary 
TimberWest Forest Corp. TimberWest Forest Corp. 


January 22, 2001 
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AUDITORS’ REPORT TO THE UNITHOLDERS 


We have audited the consolidated balance sheets of TimberWest Forest Corp. as at December 31, 2000 and 1999 and 
the consolidated statements of distributable cash, cash flows, unitholders’ equity and operations for the years then 
ended. These financial statements are the responsibility of the Company’s management. Our responsibility is to express 
an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position 
of the Company as at December 31, 2000 and its distributable cash, results of its operations and its cash flows for 
the years then ended in accordance with Canadian generally accepted accounting principles. As required by the 
Company Act (British Columbia), we report that, in our opinion, these principles have been applied, after giving 
retroactive effect to the change in methods of accounting for income taxes and employee future benefits as explained 
in note 2(a) to the financial statements, on a consistent basis. 


KPM(, Lt? 
ae 
Chartered Accountants 


Vancouver, Canada 
January 22, 2001 
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TimberWest Forest Corp. 
CONSOLIDATED STATEMENTS OF DISTRIBUTABLE CASH 


[In millions of dollars, except per Stapled Unit amounts] 
December 31, 2000 and 1999 


Net earnings 


Income tax benefit related to distributions 


Earnings available for distribution [note 9] 


Write-down of capital assets and related costs [note 10] 


Future income tax recovery [note 17] 


Earnings available for distribution before write-down 
of capital assets and future income tax recovery 


Add (deduct): 
Depreciation, depletion and amortization 
Proceeds from sale of real estate and other assets 
Gain on sale of real estate and other capital assets 
Capital expenditures 
Other non-cash items 


204.9 
32.6 


237.5 
1.3 
(170.8) 


[restated — note 2(a)] 


$ 


20.7 
26.6 


Distributable cash 


See accompanying notes to consolidated financial statements. 
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TimberWest Forest Corp. 
CONSOLIDATED BALANCE SHEET 


{In millions of dollars] 
December 31, 2000 and 1999 


[assets] [restated — note 2(a)] 
Current assets: 
Accounts receivable 322 
Inventories [note 3] 59.1 
Prepaid expenses and other current assets i DA 
Future income taxes [note 11] : 3.3 


96.7 
Capital assets [note 4] 1,396.8 
Other assets [note 5] 36.0 


[liabilities and unitholders’ equity] 
Current liabilities: 
Operating loan 
Bank term loan 
Accounts payable and accrued liabilities 
Distribution payable 


Bank term loan [note 6] 
Debentures [note 7] 
Long-term silviculture liability 

Non-pension post-retirement benefits [note 12] 
Future income taxes [note 17] 


Unitholders’ equity [note 8] 


Stapled Units, consisting of Series A Subordinate 
Notes, preferred shares and common shares [note 8(b)] Hl 783.2 


Retained earnings (distributions in excess of earnings) : (109.3) 


673.9 
$  ~=-1,529:5 


Commitments and contingencies [note 16]. 


See accompanying notes to consolidated financial statements. 


On behalf of the Board: 


See ee) 


Paul J. McElligott V. Edward Daughney 
Director Director 
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TimberWest Forest Corp. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 


[In millions of dollars] 
Years ended December 31, 2000 and 1999 


[cash provided by (used in)] 
Operating activities: 
Earnings before income taxes 


Cash income taxes [note 11] 


Items not involving cash: 
Depreciation, depletion and amortization 
Write-down of capital assets and related costs 
Gain on sale of capital assets 


Other non-cash items 


Changes in non-cash working capital: 
Accounts receivable 
Inventories 
Prepaid expenses and other current assets 


Accounts payable and accrued liabilities 


Financing activities: 
Repurchase of Stapled Units [note 8(b)] 
Increase (decrease) in operating loan 
Increase (decrease) in term loan 


Distributions paid to unitholders 


Investing activities: 
Additions to capital assets 
Proceeds from sale of capital assets 


Decrease (increase) in other assets 


Increase in cash 


Cash, beginning of year 


Cash, end of year 


Supplementary information 
Interest paid 


Income taxes paid 


See accompanying notes to consolidated financial statements. 
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[restated — note 2(a)] 


39.7 
(1.3) 
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TimberWest Forest Corp. 
CONSOLIDATED STATEMENTS OF UNITHOLDERS’ EQUITY 


{In millions of dollars] 


Retained earnings 
Stapled Units [note 8(b)] (distributions in Total 
Number Amount excess of earnings) | unitholders’ equity 


[restated - note 2(a)] | [restated - note 2(a)] 
Balance December 31, 1998 69,608,360 $ 783.2 $ (81.6) $ 701.6 


[year ended December 31, 1999] 


Net earnings 


20.7 
(75.0) 
26.6 


(109.3) 


Interest on Series A Subordinate Notes 


Income tax benefit thereon 


Balance December 31, 1999 69,608,360 


[year ended December 31, 2000] 
Substantial issuer bid 


(4,783,024) 


Net earnings 


Interest on Series A Subordinate Notes 


Income tax benefit thereon 


Balance December 31, 2000 


See accompanying notes to consolidated financial statements. 
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TimberWest Forest Corp. 
CONSOLIDATED STATEMENTS OF OPERATIONS 


[In millions of dollars} 
Years ended December 31, 2000 and 1999 


[restated — note 2(a)] 
$ 456.6 


Net sales 


Operating costs and expenses: 


337.0 
15.2 
13.9 


Cost of products sold 


Depreciation, depletion and amortization 


Selling, administrative and other 


Operating earnings 
Interest expense 


Amortization of debt issue costs 


Write-down of capital assets and related costs 


[note 10] 
Other income (expense) 


Earnings before income taxes 


Income tax recovery (expense) [note 17] 


Net earnings 


Earnings (loss) per share and per Stapled Unit [note 9]. 


See accompanying notes to consolidated financial statements. 
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TimberWest Forest Corp. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


[In millions of dollars] 
Years ended December 31, 2000 and 1999 


1. Basis of presentation: 


The Company is incorporated under the Company Act (British Columbia) and operates in the solid wood segment 
of the forest industry, primarily in the harvesting and sale of logs from the coastal region of British Columbia. 


2. Significant accounting policies: 
(a) Change of significant accounting policies: 


During the year ended December 31, 2000, the Company changed two of its accounting policies through the 
adoption of Sections 3465 “income Taxes” and 3461 “Employee Future Benefits” of the Canadian Institute of 
Chartered Accountants (the “CICA”) handbook. These new standards are mandatory for fiscal years beginning 
on or after January 1, 2000. Both of these standards have been given retroactive application and all comparative 
financial statements have been restated to reflect the change in policies. 


The CICA‘s new standard on accounting for income taxes adopts the asset and liability method of accounting 
for future income taxes. Under the asset and liability method, future income tax assets and liabilities are 
determined based on “temporary differences” (differences between the accounting basis and the tax basis 
of the assets and liabilities) and are measured using the currently enacted, or substantively enacted, tax 
rates and laws expected to apply when these differences reverse. A valuation allowance is recorded against 
any future income tax asset if it is more likely than not that the asset will not be realized. Income tax expense 
or benefit is the sum of the Company's provision for current income taxes and the difference between the 
opening and ending balances of the future income tax assets and liabilities. 


Prior to adoption of this new accounting standard, income tax expense was determined using the deferral method. 
Under this method, deferred income tax expense was determined based on “timing differences” (differences 
between the accounting and tax treatment of items of expense or income) and were measured using the 
tax rates in effect in the year the differences originated. Certain deferred tax assets, such as the benefit of 
tax losses carried forward, were not recognized unless there was virtual certainty that they would be realized. 


The new policy for accounting for employee future benefits establishes standards for the recognition, measurement 
and disclosure of the cost of employee future benefits. Section 3461 of the CICA handbook requires companies 
to recognize the cost of retirement benefits and certain other post-employment benefits over the periods in 
which the employees render services to the entity in return for the benefits and, with respect to pensions, requires 
the use of a current settlement discount rate to measure the accrued pension benefit obligation and fair value 
to measure the plan assets. Prior to the adoption of this new accounting standard, non-pension post-employment 
benefits were accounted for on a cash basis, pension expense was determined using a long-term rate of return 
to measure accrued pension benefits and plan assets were measured using market-related values. 


The financial statements for the year ended December 31, 1999 have been restated to comply with the 
provisions of Section 3465 and Section 3461. The following summarizes the impact of applying these 
standards to the Company's December 31, 1999 financial statements: 


Effect of adopting 
Section 3465 | Section 3461 As restated 


$ 96.7 

1,396.8 
36.0 
82.7 


{in millions of dollars] As previously reported 


Balance sheet: 
Current assets 
Capital assets 
Other assets 
Current liabilities 


Non-pension post-retirement 
benefits 


Future income taxes 


21.8 


(formerly deferred income taxes) 420.2 
Distributions in excess of earnings (109.3) 
20.7 


Net income 
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(b) Distributable cash: 
Distributable cash includes consolidated earnings before income taxes less current income taxes plus depreciation, 
depletion and amortization, proceeds from the sale of certain capital assets net of their gain (loss) on sale, 
less capital expenditures and from time to time other items deemed appropriate by management. The aggregate 
annual amount of interest on the Series A Subordinate Notes is $69.8 million (1999 — $75.0 million) after giving 
effect to the Stapled Units purchased and owned by the Company. 

(c) Basis of consolidation: 


The consolidated financial statements include the accounts of the Company and its subsidiaries. All significant 
intercompany transactions and balances have been eliminated. 


(d) Inventories: 


Inventories other than supplies, which are valued at cost, are valued at the lower of average cost and net 
realizable value. 


(e) Capital assets: 


Capital assets are stated at cost; plant and equipment are depreciated on a straight-line basis at rates which 
reflect estimates of the economic lives of the assets based on the following annual rates of depreciation: 


Assets Rate 

Buildings 2.5% — 5% 
Machinery and equipment 5% — 25% 
Other 3% — 20% 


Crown timber tenures are depleted in a systematic manner based on the utilization of the timber resources. 
Logging roads are amortized on a straight-line basis over 12 years, which approximates the utilization of 
the related timber resources. 


Private timberlands are accounted for using the sustained yield method. Depletion will be taken on the capital 
cost of the private timberlands if harvest levels exceed growth on a sustained basis. Yield analyses are conducted 
at least every five years on all private timberlands to determine if a depletion charge is required. 


(f) Deferred debt issue costs: 


Debt issue costs related to the bank loans and debentures are deferred and amortized over their respective 
terms to maturity. 


(g) Silviculture costs: 


The Forest Act (British Columbia) requires the holders of timber harvesting licences to assume the cost of 
reforestation on these licences. Accordingly, the Company records the estimated cost of reforestation of 
these licence areas as the timber is harvested. The portion of this liability representing expenditures projected 
to take place within the next year is classified as a current liability and the remainder is classified as a 
long-term liability. 


(h) Series A Subordinate Notes: 


As the Company may elect to pay interest on the Series A Subordinate Notes in common or preferred shares 
of the Company and may elect to pay the principal amount of the Series A Subordinate Notes in common 
shares of the Company, the $582.0 million (1999 — $625.0 million) principal amount of the Series A Subordinate 
Notes has been classified as equity for accounting purposes, and interest thereon, on an after-tax basis, is 
charged directly to retained earnings (distributions in excess of earnings) as a distribution. 


(i) Employee benefit plans: 


The Company accrues its obligations under employee benefit plans and the related costs, net of plan assets. 
The cost of pensions and other retirement benefits earned by employees is actuarially determined using the 
projected benefit method prorated on service and management's best estimate of expected plan investment 
performance, salary escalation, retirement ages of employees and expected health care costs. For the purpose 
of calculating the expected return of plan assets, those assets are valued at fair value. The excess of the net 
actuarial gain (loss) over 10% of the greater of the benefit obligation and the fair value of plan assets is 
amortized over the average remaining service period of active employees. Defined contribution plan accounting 
is applied to a multi-employer defined benefit plan. 
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(j) | Stapled Unit option plan: 


The Company has two stock-based compensation plans, which are described in note 13. No compensation 
expense is recognized for these plans when stock or stock options are issued to employees or directors. Any 
consideration paid by employees or directors on exercise of stock options is credited to unitholders’ equity. 


(k) Foreign currency transactions: 


Monetary assets and liabilities denominated in foreign currencies are translated at the period-end exchange 
rates. Gains or losses on translation of current assets and current liabilities are reflected in net earnings for 
the period. Revenues and expense items denominated in foreign currencies are translated at rates of exchange 
prevailing during the period. 


The Company uses hedging arrangements to reduce its exposure to fluctuations in the Canadian/US dollar 
exchange rate. The hedging instruments are recognized in the financial statements when they are settled. 


(1) Use of estimates: 


The preparation of financial statements in conformity with Canadian generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the period reported. Actual results could differ from 
those estimates. Significant accounts requiring the use of management estimates relate to the determination 
of silviculture and environmental liabilities, inventory valuation and rates for depreciation of capital assets. 


(m) Comparative figures: 


Certain 1999 comparative figures have been reclassified to conform with the presentation adopted for the 
current year. 


3. Inventories: 


Logs 
Lumber 11.0 14.0 
Supplies 


4. Capital assets: 


Cost Accumulated depreciation Net book value 


Property, plant and equipment: 
Logging buildings and equipment 30.1 
Lumbermills and other equipment and facilities 33.4 
Land PES) 
90.8 


Timberlands (including $1,252.2 million of 
private timberlands) and logging roads 
(net of depletion and amortization) 


1999 [restated — note 2(a)] 
Property, plant and equipment: 

Logging buildings and equipment 

Lumbermills and other equipment and facilities 
Land 


Timberlands (including $1,251.3 million of 
private timberlands) and logging roads 
(net of depletion and amortization) 
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5. Other assets: 


1999 


[restated — note 2(a)] 


Prepaid pension costs [note 12] $ 12.9 Simei 


Stapled Unit purchase loans 10.1 6.1 
Deferred debt issue costs and discount, net 341 6.6 
Receivable on sale of assets 4.6 46 
Non-interest bearing promissory notes due in instalments - Poedf 


41 


Other 


Stapled Unit purchase loans are due from employees and former employees and have a term of 10 years, are 
interest free, and are secured by Stapled Units acquired with the proceeds of the loans and the proceeds of life 
insurance. Distributions made on the Stapled Units, on an after-tax basis, can be used either to reduce the principal 
balance of the loans or to reinvest in additional units. In addition, bonuses may be paid to certain of the individuals 
depending upon the performance of the Company and the amount of such bonuses, on an after tax basis, can 
be used either to reduce the principal balance of the loans or to reinvest in additional units. The market value 
of Stapled Units held as security for the loans at December 31, 2000 was $10.8 million (1999 — $5.2 million). 


6. Bank loans: 


The Company has a Term Loan facility for up to $201.8 million (1999 — $201.8 million) and an Operating Loan 
facility for up to $85.0 million (1999 — $75.0 million), respectively. Both facilities are revolving and unsecured. 


The facilities currently bear interest at the lender’s rates for Canadian prime or US base rate loans or at Bankers’ 
Acceptance rates or at LIBOR plus applicable margins. 


The Company has borrowed by way of Bankers’ Acceptances under the facilities with a weighted average interest 
rate at December 31, 2000 of 6.40% (1999 — 5.65%) under the Term Loan and 6.90% (1999 — 6.03%) under the 
Operating Loans. 


The $85 million Operating Loan matures June 27, 2001 and is renewable annually. The Term Loan matures 
June 30, 2001. 


During the year ended December 31, 2000, the Company obtained a new Operating Loan facility for up to $75.0 
million which was undrawn at December 31, 2000. The facility matures May 19, 2001, is unsecured and bears 
interest either at the lenders’ rate for Canadian prime plus 0.25% or at Bankers’ Acceptance rates plus 1.25%. 
7. Debentures: 
During the year ended December 31, 1998, the Company issued 6.5% Debentures with a face value of $125.0 
million for total consideration of $124.4 million. The 6.5% Debentures mature on March 3, 2003, are unsecured 
and unsubordinated and rank senior in priority to the Series A Subordinate Notes and equally with indebtedness 
of the Company under its bank debt facilities. 
8. Unitholders’ equity: 
(a) Authorized share capital: 
4,997,500,000 common shares without par value 
1,600,000 class A preferred shares with a par value of $1.00 each 
5,000,000,000 class B preferred shares without par value of which the following have been designated in series: 
32,500,000 series A preferred shares 
16,000,000 series B preferred shares 
1,539,000 series C preferred shares 
65,840,000 series D preferred shares 


10,000,000,000 preferred shares with a par value of $0.024456 each 
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(b) Stapled Units: 


The Company issues equity by way of Stapled Units, each Stapled Unit consisting of approximately $8.98 face 
amount of Series A Subordinate Notes, 100 preferred shares and one common share. The securities comprising 
a Stapled Unit trade together as Stapled Units and cannot be transferred except with each other as part of a 
Stapled Unit until the date of maturity of the Series A Subordinate Notes or the payment of the principal amount 
of the Series A Subordinate Notes following an event of default and expiration of a remedies blockage period. 


On May 20, 2000, the Company purchased 4,783,024 Stapled Units pursuant to a substantial issuer bid. 
The Company paid $10.80 per Stapled Unit or $51.6 million, incurred related costs of $0.8 million and has 
charged $0.6 million of the buy-back to distributions. The net $51.8 million purchase price of the Stapled 
Units has been deducted from the Stapled Units with the individual components of the Stapled Units reduced 
based on their stated value. The excess of the stated values over the purchase price has been included in 
Stapled Units as the Stapled Units purchased have not been redeemed or cancelled. 


Details as to issued and outstanding Stapled Units are as follows: 


Excess of stated 


Number of Series A value of Stapled Total 
Stapled Subordinate Preferred Common Issue Units over Stapled 
Units Notes shares shares costs purchase price Units 


Balance, December 31, 1998 
and 1999 69,608,360 $ 625.0 $ 170.2 $ 15.4 $ (27.4) $ = $ 783.2 
Year ended December 31, 2000: 
Stapled Units purchased and 
owned by the Company (4,783,024) (43.0) (11.7) (1.1) 1.8 fhe (51.8) 


Balance, December 31, 2000 64,825,336 $ 582.0 $ 158.5 $ 14.3 $ (25.6) $ 731.4 


Details as to each of the components of the Stapled Units are as follows: 


(i) | Series A Subordinate Notes [note 2(h)]: 


Number of notes Amount 


Balance, Series A Subordinate Notes outstanding 


at December 31, 1998 and 1999 69,608,360 $ 625.0 
Series A Subordinate Notes repurchased 
and owned by the Company (4,783,024) (43.0) 


64,825,336 


Balance, December 31, 2000 


Each Series A Subordinate Note has been issued with a face amount of $8.978806569 entitling the 
holder to an interest payment per unit of $1.077456788 per annum (12%). 


The Series A Subordinate Notes are unsecured and subordinate to the Term Loan and Operating Loans 
facilities and the Debentures. The principal amount of the Series A Subordinate Notes plus accrued and 
unpaid interest thereon are due on August 31, 2038, unless such date is extended by the Company at 
the time of the issuance of additional Subordinate Notes to a date not later than the earlier of: (i) the 
date of maturity of such additional Subordinate Notes; and (ii) August 31, 2048, and will be payable by 
cash or, at the option of the Company, by delivery of common shares to the Subordinate Note Trustee 
for the benefit of the holders of the Subordinate Notes. 


(ii) Preferred shares: 


Number of shares Amount 


Balance, Preferred shares issued 


at December 31, 1998 and 1999 6,960,836,000 $ 170.2 
Preferred shares purchased and owned by the Company (478,302,400) (11.7) 


Balance, December 31, 2000 6,482,533,600 $ 158.5 


The holders of the preferred shares are entitled to the receipt of dividends as may be declared by the 
Board of Directors from time to time and are not entitled to any voting rights except as may be provided 
under the Company Act. The preferred shares may be redeemed at the option of the Company in whole 
at any time or in part from time to time at the par value of $0.024456 per share. 
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(iii) Common shares: 


Number of shares 


Balance, Common shares issued 
at December 31, 1998 and 1999 69,608,360 $ 15.4 


Common shares purchased and owned by the Company (4,783,024) 
64,825,336 


Balance, December 31, 2000 


(c) Class B preferred shares issuable in series: 


Details as to the series of class B preferred shares issued are as follows: 


Number of shares Amount 


Series A 32,500,000 325.0 
Series D 62,500,000 625.0 


Preferred shares owned by the Company’s subsidiaries 
Balance, December 31, 1999 and 2000 


9. Earnings (loss) per Stapled Unit and components thereof: 
Earnings (loss) per Stapled Unit and the components thereof for the year ended December 31, 2000 and 1999 


have been calculated on a weighted average of 66,589,566 (1999 — 69,608,360) common shares and Stapled 
Units outstanding as follows: 


1999 [restated — note 2(a)] 


Amount Per unit amounts Amount Per unit amounts 
Net earnings for the period 
Less: 


Distributions on Series A 
Subordinate Notes 


Tax benefit thereon 


Income (loss) attributable to 
the common shares [and income 
(loss) per common share] 


Earnings attributable to the 
Series A Subordinate Notes 
(and per Stapled Unit) 


Earnings available for distribution 
attributable to the Stapled Units 
(and per Stapled Unit) 


10. Write-down of capital assets and related costs: 


During the year ended December 31, 1999, the Company announced its intention to sell its Cowichan Lumbermill 
and Tree Farm Licence 46 and related assets located on southern Vancouver Island. The Company estimated the 
net recoverable amount of the net assets of these operations based on their estimated future net cash flow from 
use together with expected net proceeds on sale. This resulted in a write-down of $24.7 million during the year 
ended December 31, 1999 in respect of those net assets. 


During the year ended December 31, 2000, the Company did not complete the sale of the assets, however, it 


announced the closure of the Cowichan lumbermill, to occur on January 31, 2001. Additional severance accruals 
of $1.3 million have been recorded by the Company during the year ended December 31, 2000 due to this closure. 
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11. Income taxes: 


Income tax expense (recovery) consists of: 


2000 


Statement of 
operations 


Distributions 


Total 


Statement of 


1999 [restated — note 2(a)] 


operations Distributions Total 


Current: 


Large corporation tax 
Income tax benefit on interest 

on Series A Subordinate Notes 

charged directly to distributions 32.6 


(32.6) 


Future income taxes: 


Future income taxes (recovery) 


Future income taxes (recovery) 
due to substantively enacted 


$ (32.6) 


$ 0.8 


changes in tax rates (179.8) - (179.8) ~ = - 
$ (170.8) $ - $ (170.8) $ (8.9) $ = $ (8.9) 
Income tax expense (recovery) $ (137.4) $ (32.6) $ (170.0) $ 19.0 $ (26.6) 


During the year ended December 31, 2000, the Federal government of Canada announced that it was lowering 
the capital gains inclusion rate from 75% to 50% and lowering the federal corporate tax rate by 7% (1% as of 
January 1, 2001 and a further 2% at each of January 1, 2002, 2003 and 2004). Under Section 3465 of the CICA 
Handbook, future tax assets and liabilities are adjusted to reflect the effects of enacted or substantively enacted 
changes in tax rates. The effect of these changes in tax rates is charged or credited to income as part of future 
tax expense or benefit of the period in which the changes are enacted. The CICA considers all of these tax rate 
changes to be substantively enacted as of December 31, 2000. The tax rate changes have resulted in a non-cash 
future income tax recovery of $179.8 million during the year ended December 31, 2000 and a corresponding 
decrease in the future income tax liability. This recovery is included within future income tax expense (recovery) 
for the year ended December 31, 2000. The $179.8 million future income tax recovery and offsetting reduction 
to the future income tax liability on the balance sheet is a non-cash item and has no effect on the Company's 


distributable cash for the period. 


The Company's effective income tax rate differs from the Canadian statutory income tax rate. The principal factors 


causing the difference are as follows: 


Statement of 
operations 


Earnings (loss) before income taxes $ 67.5 


Interest on Series A Subordinate Notes - 


2000 


1999 [restated — note 2(a)] 


Distributions 


Total 


Statement of 
operations Distributions Total 


$ = 
(71.9) 


67.5 


Income tax expense (benefit) 
at statutory rates (2000 — 44.6%; 
1999 - 45.6%) 
Large corporation tax 
Non-deductible expenses 
Tax losses not recognized 


Temporary difference tax effected 
at capital gains rate 

Change in prior year estimated tax 
values 


Adjustment to future tax assets and 
liabilities for substantively enacted 
changes in tax laws and rates (179.8) 


Other 3.3 


$ (71.9) 


$ (32.6) 


$ 67.5 
(71.9) 
$ (4.4) 


(2.5) 
0.8 
0.2 


1.8 


6.2 


(179.8) 
3.3 


$ 39.7 $ = 
= (75.0) 
$ 39.7 $ (75.0) 


$(16.1) 
1.3 
0.2 
76 


(0.6) 


Income tax expense (recovery) $ (137.4) 


$ (32.6) 


$ (170.0) 


19.0 $ (26.6) 
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The tax effects of temporary differences that give rise to significant portions of the future tax assets and future tax 
liabilities at December 31, 2000 and 1999 are presented below: 


Net future tax assets: 
Current silviculture liability 
Capital loss carryforwards 
Accruals for financial reporting purposes not 
deductible for tax purposes 


Total gross future tax assets 


Valuation allowance 


Net future tax assets, current 

Net future tax liabilities: 
Private timberlands (232.6) (411.2) 
Other capital assets (24.5) (22.6) 
Other assets (3.2) 1.8 
Non-pension post-retirement benefit 8.6 9.9 
Long-term silviculture liability 2.1 Ud) 

Net future tax liabilities, non-current (249.6) (420.2) 


12. Employee benefits: 


The Company, through its subsidiaries, maintains pension plans which include defined benefit and defined contribution 
segments available to all salaried employees and to hourly employees not covered by union pension plans. The 
Company also provides non-pension benefits consisting of group life insurance and medical benefits to eligible 
retired employees, which the Company funds on an as-incurred basis. 


The total expense for the Company's defined contribution segment of the pension plans was $1.1 (1999 — $1.0). 


Unionized employees of the Company’s subsidiaries are members of a multi-employer defined benefits pension 
plan providing both pension and other retirement benefits. This plan, to which the Company contributes a pre-set 
amount per hour worked by an employee (aggregating $4.5 million during the year ended December 31, 2000 
[1999 — $4.6 million]) is accounted for as a defined contribution plan, but the contributions are not included in the 
defined contribution plan expense above. The Company has no further obligations relating to the pension benefits 
of its unionized employees. 


Information about the Company’s defined benefit plans other than the multi-employer defined benefit plan, in 
aggregate, is as follows: 


Pension benefit plans Non-pension benefit plans 
2000 1999 2000 1999 


Accrued benefit obligation: 
Balance at beginning of year 86.5 95.6 21.0 
Current service cost 0.5 0.5 0.4 
Interest cost 6.2 5.8 1.6 
Benefits paid (7.3) (7.9) (1.5) 
Actuarial loss (gain) 3.1 (7.5) 1.4 


Balance at end of year 89.0 86.5 22.9 
Plan assets: 
Fair value, beginning of year 
Use of surplus for defined 
contribution segment service cost 
Actual return on plan assets Fl f - 
Employer contributions i F 1.5 
Benefits paid (1.5) 


Fair value, end of year & 


Funded status — plan surplus (deficit) (22.9) 
Unamortized net actuarial loss (gain) 0.7 


Accrued benefit asset (liability) $ (22.2) $ (21.8) 
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Included in the above accrued benefit obligation and fair value of plan assets at year-end are the following amounts 
in respect of plans that are not fully funded: 


Pension benefit plans 
2000 1999 


Non-pension benefit plans 
2000 1999 


Accrued benefit obligation $ 9.8 $ 9.5 D222 $2128 
Fair value of plan assets = = = > 


Funded status — plan deficit 


9.5 ee) $ 21.8 


The significant actuarial assumptions adopted in measuring the Company's accrued benefit obligations are as follows 
(weighted-average assumptions as of December 31): 


Pension benefit plans Non-pension benefit plans 
2000 1999 2000 1999 


Expected long-term rate of return on plan assets 8.0% 8.0% = 


Discount rate 


Rate of compensation increase 


7.0% 7.5% 7.0% 7.5% 


4.0% 4.0% - = 


For measurement purposes, an 8 percent annual rate of increase in the per capita cost of covered health care 
benefits was assumed for 2001. The rate was assumed to decrease gradually to 5 percent for 2004 and remain 
at that level thereafter. 


The Company's net benefit plan expense is as follows: 


Pension benefit plans 
2000 1999 


Non-pension benefit plans 
2000 1999 


13. 


Current service cost $ 1.6 $ Ga) $ 0.4 $ 0.5 


Interest cost 
Expected return on plan assets 


Net benefit plan expense 


6.2 
(8.3) 


5.8 1.6 
(7.8) a = 


In order to retain and encourage the continuing service of its officers, the Company has entered into agreements 
with some of its officers providing a supplement to the severance entitlements to which these officers are entitled 
under their regular employment arrangements if employment is terminated without cause within 24 months following 
a change of control of the Company, as defined in the agreements. 


(a) 


Stock-based compensation plans: 


Stapled Unit Option Plan: 


During the year ended December 31, 2000, the Company approved the Stapled Unit Option Plan (the “Plan”) 
pursuant to which directors, officers or employees of the Company or of any of its subsidiaries who are in 
active service or employment with the Company or any of its subsidiaries may be granted options from time 
to time to purchase Stapled Units. The maximum number of Stapled Units which may be issued pursuant 
to the Plan and all options granted thereunder will not exceed 3,500,000 Stapled Units. The Plan is administered 
by the Governance and Human Resources Committee of the Board. The expiry date of the options may 
not be later than the date which is 10 years after the date of grant. If an optionee ceases to be in active 
employment or service with the Company or any of its subsidiaries due to death, retirement or termination 
with or without cause, the options held by such optionee will be subject to early expiry. As long as the Stapled 
Units are listed on the Toronto Stock Exchange, the exercise price per Stapled Unit for each option granted 
pursuant to the Plan may not be less than the weighted average trading price of the Stapled Units on the 
Toronto Stock Exchange over the period of five consecutive trading days ending on the trading day immediately 


before the date of grant. 


During the year ended December 31, 2000, the Company granted options under the Plan for the purchase 
of a total of 910,000 Stapled Units, at an exercise price of $8.91 per Stapled Unit and exercisable until 
March 1, 2010, to certain directors, officers and employees of the Company. Out of the total number of options 
granted, options to purchase 575,000 Stapled Units will vest one-third each year on a cumulative basis over 
the three years following the date of grant, and the remaining options granted to purchase 335,000 Stapled 
Units were vested on the date of grant. 
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(b) Stapled Unit Incentive Plan: 


The Stapled Unit Incentive Plan is a voluntary plan under which the Company or a subsidiary of the Company 
makes interest-free loans to eligible directors, officers or employees of the Company or its subsidiaries to 
finance the purchase of Stapled Units in the open market or, in certain circumstances, from other participants. 
The loans have a term of 10 years and are secured by the Stapled Units acquired with the proceeds of the 
loans and by life insurance proceeds of the participant. 


Stapled Units acquired by the participant under this plan vest on a cumulative basis over three years, with 
one-third of the Stapled Units vesting on each of the first, second and third anniversaries of the purchase date. 


The Stapled Unit Incentive Plan provides that a bonus may be paid to each participant (other than directors of 
the Company and its subsidiaries who are not employed by the Company or its subsidiaries) every three years. 
The bonuses are based on performance of the Company and its subsidiaries. The “after-tax” amount of any 
bonus is to be used by the participant to reduce the amount of the loan then outstanding. A participant is 
entitled to re-borrow up to the maximum amount of the loan to such participant to purchase additional Stapled 
Units under the Stapled Unit Incentive Plan. The Stapled Unit purchase loans are recorded as other assets as 
disclosed in note 5. 


14. Segment information: 


The Company has one reportable segment, being solid wood, identified based on the way that management organizes 
its business for making operating decisions and assessing performance. Net sales by product are as follows: 


50 


Logs 
Lumber 
Wood chips and other 
Real estate 


Net sales by geographic area are as follows: 


Canada 
Japan 
United States 


Belgium 


Australia 
Other 


All of the Company’s assets are located in British Columbia, Canada. 


The Company had sales to one customer which amounted to approximately $42.1 million for the year ended 
December 31, 2000 (1999 — $43.8 million). 


15. Financial instruments: 


(a) Fair values: 


The carrying values of accounts receivable, accounts payable and accrued liabilities and distribution payable 
approximate their fair values due to the short term to maturity of these instruments. 


The carrying value of the non-interest-bearing promissory notes receivable approximate their fair value as they 
are recorded at discounted amounts based on rates that approximate market rates. 


The carrying values of bank loans approximate their fair values as they bear floating interest rates that 
approximate market rates and have a short term to maturity. 
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At December 31, 2000, the Company's 6.5% Debentures had a carrying value of $125.0 million and a fair 
value of $124.1 million (1999 — $120.0 million). The fair value of the debentures was estimated based on 
quotes provided by financial institutions at December 31, 2000 and 1999. 


At December 31, 2000, the Company had an interest rate swap with a notional value of $100.0 million 
(1999 — $100.0 million). In 1999, this interest rate swap was renegotiated whereby the Company received a 
floating rate of three month Banker Acceptances and paid a fixed rate of 5.75% until May 11, 2000. Thereafter, 
the Company receives a floating rate of three month Bankers’ Acceptances and pays a floating rate of three 
months Bankers’ Acceptances plus 1.055%. The interest rate swap matures June 29, 2001. The carrying value 
of this interest rate swap was nil (1999 — nil) and the fair value was $(0.5) million (1999 — $[1.4] million). 


At December 31, 2000, the Company had contracted for $30.8 million (US$20.5 million) (1999 — $7.3 million 
(US$5.0 million)) of United States dollar forward foreign exchange contracts at an average rate of 1.5015 
(1999 — 1.4697) expiring at various dates through May 2001 (1999 — February 2000). The carrying value of 
these foreign exchange contracts is nil and, based on market exchange rates at December 31, 2000, the 
foreign exchange contracts had a fair value of $0.1 million. 


Credit risk: 


The Company is exposed to credit risk on accounts receivable from customers. To manage its credit risk, 
the Company has credit policies which include the analysis of the financial position of its customers and the 
regular review of their credit limits. In certain offshore markets, the Company requires bank letters of credit 
or utilizes credit insurance. 


The Company is exposed to credit risk with counterparties to the Company's forward foreign exchange 
contracts. The Company limits the possibility of non-performance by dealing with Canadian chartered banks 
or related companies. 


16. Commitments and contingencies: 


(a) 


(c) 


Operating leases: 


The Company is committed to payments under operating leases for equipment and office premises through 
2005 in the total amount of approximately $17.2 million. Annual payments for each of the five succeeding 
years are: 2001 — $5.5 million; 2002 — $5.0 million; 2003 — $3.8 million; 2004 — $1.9 million and 2005 — 
$1.0 million. 


Legal claims: 

The Company is subject to legal proceedings and claims which arise in the ordinary course of its business. 
Although there can be no assurance as to the disposition of these matters and the proceedings, it is the 
opinion of the Company's management, based upon the information available at this time, that the expected 
outcome of these matters, individually or in aggregate, will not have a material adverse effect on the results 
of operations and financial condition of the Company. 

Letters of credit and guarantee: 


At December 31, 2000, the Company had commitments of $11.3 million relating to outstanding letters of 
guarantee issued under its operating facility, which secure various obligations of the Company. 


growing solid [returns] 


51 


[Senior Management & Directors] 


i] V 


» atthe British lumi 


Erik Bentsen 
Senior Vice Preside 
east rhe eshte 


Institute 


2) 


[3] 
4 


‘Member of the awit and 
Human Resources Committee 
Chairman of the Board of Directors 


5 The Company does not have an 
eae COC of the Board 


_ Mr. Brown re 
of BC Sugar in 1998. Until 
1997, he was President and 


é % ay) 
Gary D. Cowan > 


Senior Vice President, 
Corporate Development 


__and Real Estate 


‘Mr. Cowan has a strong 
‘background in corporate 
Sd fea hol and real estate 


Jian Pagific, estan 
~ Realty, the Loewen Group 
and Intrawest Corporation 
prior to a TimberWest. 


n quisitions and real 
estate anesthe throughout 
North America during his 
Career as Beaver at senior 


achelor of Arts (Economics) 


" degree and alawdegree 


from the. baie of Alberta 
and. 


William C. Brown. 


’ Director [1)(2)[3) 


_ Following a lengthy career in 


the Canadian sugar industry, 
retired as Chairman 


CEO of BC Sugar, as well as 
Chairman and CEO ofits 
subsidiaries: Rogers Sugar 
Ltd., Lantic Sugar Ltd. and 
Refined Sugars Inc. Mr. Brown 


_ is a director of Westcoast 


Energy Inc., Duke Seabridge 


~Ltd., and Coast Tractor and: 


Equipment Ltd. He has served 
as Vice Chairman of the 
Business Council of BC, 
director of the Vancouver 
General Hospital Foundation 
and trustee of the National 
Institute of Nutrition. He is a 
past Chairman of the Canadian 
Sugar Institute and of the 
World Sugar Research 
Organization. 


bones ee 


Paul J. McElligott 
President and CEO 


Before joining TimberWest as 
President and CEO in January, 
2001, Mr. McElligott was 
President and CEO of British 


_ Columbia's BC Rail Group of 


Companies. He has extensive 
experience in BC's real estate, 
fail transportation, and deep- 


sea port terminal operations 


sectors. Prior to joining BC 
Rail, he was President of 
Voyageur Enterprises Ltd., 
North America's third-largest 
inter-city bus company. Mr. 
McElligott i is on the boards 
of the Council of Forest 
Industries, the Coast Forest 
and Lumber Association and 
the Canada-Japan Society. 


Thomas A. Buell 


Director (12) 


Mr. Buell's expertise in the 
Canadian forest industry was 
gained primarily at Weldwood 
of Canada Limited, an 
integrated forest products 
company, Mr. Buell joined 
Weldwood in 1964, serving as 
President and CEO from 1975 
fo 1992, and Chairman of the 
Board from 1979 to 1996, He 
continues to serve as Director/ 
Consultant of the Company. 
Mr, Buell is a director of Placer 
Dome Inc., BC Gas Inc., Trans- 
Mountain Pipe Line Company 
Ltd., La Farge Corporation, and 
St. Paul's Hospital Foundation. 
He is also a member of the 
Advisory Council, Faculty of 
Commerce and Business 
Administration, University of 
British Columbia. 


Donald E. McMullan 
Vice President and 
Chief Forester 


Mr. McMullan has worked in 
the forest industry for 35 years 
with forest land management 
experience throughout BC 
and in northern Alberta. His 
background includes 


“ operational forestry, silvicultural: 


management of all Company 
forestry activities, and 
responsibilities as Chief Forester 
first with BC Forest Products 
Limited and subsequently with 
Fletcher Challenge Canada. Mr. 
McMullan assumed his present 
tole at the inception of 
TimberWest Forest Limited in 
1994 and continued in the 
position with the creation of 
TimberWest Forest Corp. in 
4997. He has served in various 
leadership roles within industry- 
wide initiatives and industry- 
government joint projects. 

Mr. McMullan holds a Bachelor 
of Science degree from the 
University of British Columbia, 
is a Registered Professional 
Forester with the Association of 
BC Professional Foresters and 
is a member of the Canadian 
Institute of Forestry. 


V. Edward Daughney 
Director and Chairman [1}{3]{4] 


Mr. Daughney has been 
Principal and Chairman of 
CanWest Wholesale since 1989 
and of Eurotech (West) Inc. 
since 1983. These two 
companies distribute major 
appliances in Westem Canada 
and the US Pacific Northwest. 
Prior to 2000, Mr. Daughney 
was Principal and President of 
Merit Kitchens, Past Chairman 
of the Export Development 
Corporation, Mr. Daughney 

has also served as a Director of 
a number of Canadian 
companies, 


Bev Park 
Vice President Finance, Chief 
Financial Officer and Secretary 


Ms, Park is TimberWest's Vice 
President Finance, Chief 
Financial Officer and Secretary. 
Prior to this appointment, she 
was the Company's Controller 
and Secretary. Ms. Park joined 
TimberWest Forest Corp. at 
its inception in 1997, having 
previously held a similar 
position with TimberWest 
Forest Limited. Prior to 

joining TimberWest, Ms. 

Park worked in various 

senior management positions 
with BC Hydro: Ms. Park is a 
Chartered Accountant who 
holds a Bachelor of Commerce 
degree from McGill University 
and is currently completing 
her Master's of Business 
Administration at Simon 
Fraser University. 


Anthony J. Petrina 
Director (2)(3] 


Former President, CEO and 
director of Placer Dome Inc., 
Mr. Petrina is a leading 
Canadian expert in mining. He 
retired in 1992, following 32 
years with Placer Dome, and 
more than four decades in the 
mining industry. Mr. Petrina is a 
past Chairman of both the 
Mining Association of BC and 
the Mining Association of 
Canada. He is a director of 
WAJAX Ltd., INMET Mining 
Corp., Miramar Mining Corp. 
and Pacific Rim Mining Corp., 
and a former member of the 
Queen's University Advisory 
Council on engineering. 


Dr. Lawrence C. Promnitz 
Director, Strategic Planning 


Dr. Promnitz joined TimberWest 
Forest Corp, at its inception in 
1997 and has been responsible 
for various business and 
development functions. 

Prior to joining TimberWest,, 

Dr. Promnitz worked for 
TimberWest Forest Limited, 
Fletcher Challenge Canada, 
Crown Forest Industries, Crown 
Zellerbach Canada and Crown 
Zellerbach Corporation. During 
his career, Dr, Promnitz has 
held roles in business planning, 
IT management, forest 
information management and 
forestry research. Prior to 
joining industry in 1977, Dr. 
Promnitz was an Associate 
Professor with joint appointments 
in the Departments of Statistics 
and Forestry at lowa State 
University. Dr. Promnitz has a 
Bachelor of Science degree 
from Souther Illinois University 
and a Master's of Science 

and Doctor of Philosophy in 
Forest Biometrics from 

lowa State University. 


Kenneth A. Shields 
Director {1][3) 


Mr. Shields is President and 
CEO of Raymond James Ltd., 
a leading investment firm. He 
has been an active member 

of Western Canada’s business _ 
and financial community for 
over 25 years. Mr. Shields 

is a past Governor of the 
Vancouver Stock Exchange, 

a past President of the 
Vancouver Society of Financial 
Analysts, and a past Chairman. 
of the Investment Dealers 
Association of Canada. 


Corporate Head Office Log Distribution 
TimberWest Forest Corp. _ TimberWest Forest Corp. 
Suite 2300 - 1055 West Georgia St. _ No. 3, 4890 Rutherford Road 
P.O. Box 11101. Nanaimo, BC V9T 424 
Vancouver, British Columbia Telephone: (250) 729-3700 
Canada V6E 3P3 
Telephone: (604) 654-4600 4 
Elk Falls Lumbermill 
Coast Timberlands Administration Office © 50) 
TimberWest Forest Corp. P.O. Box 3300 
No. 3, 4890 Rutherford Road ~ Campbell River, BC V9W 8A3 
Nanaimo, BC V9T 4Z4 Telephone: (250) 287-5700 
Telephone: (250) 729-3700 é 
; Shipping Facilities 
Elevate ele elie Star Channel Wharves 
8359 Crofton Road 
Beaver Cove Operation =°) 
P.O. Box 9000. Crofton, BC VOR 1RO 
Port McNeil, BC VON 2RO Telephone: (250) 246-3234 
Telephone: (250) 928-3023 
Seed Orchard 
eel erie Ets) Mount Newton seed Orchard 
P.O. Box 375 =R-R.No. 2 
9370 South Shore Road ‘Saanichton, BC VOS 1M0 
Mesachie Lake, BC VOR 2NO' - Telephone: (250) 652-4211 
Telephone: (250) 749-7700 
Transfer Agent and. Registrar 
peilvvoeei s!\0 Computershare Trust Company of Canada 
Bag 5000 _ atits principal offices in Vancouver and Toronto 
Crofton, BC VOR 1RO 
Telephone: (250) 749-6805. > 
KPMG LLP 
Johnstone Strait Operation \\- (ile ype tiin Ce) Vinnie) 
/ P.O. Box 2500, 5705 North Island Highway 
Campbell River, BC VOW5C5. oe 
Telephone: (250) 287-9181  Stapled Units 
_ (Symbol: TWF.UN) 
Erie Eo. the Teronto Stock Exchange 
5055 Nanaimo River Rd. 
SPoeiye sie /cycue Investor Relations Contact 
Telephone: (250) 754-3206 —_ Bev Park, Vice President Finance, 
Chief Financial Officer and Secretary 
ovis) Telephone: (604) 654-4600 
P.O. Box 2800 . Facsimile: (604) 654-4662 
5705 North Island Highway — e-mail: BevPark@timberwest.com 
Campbell River, BC V9W 5C5 
Telephone: (250) 830-2800 


visit us at: 


www.timberwest.com 


Annual Meeting 
The Annual Meeting of the Unitholders will be held on 
April 20, 2001 at 3:30pm 
at the Metropolitan Hotel, Connaught Room 
645 Howe Street 
Vancouver, British Columbia, Canada 
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